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INTELLIGENCE 


Will Geneva lead to war or peace? 


The answer depends on whether the US can contain communism in Asia by diplomatic 
and economic means, or must implement this policy by direct military intervention. 
Peace can be saved at the conference if the following conditions are met: 


1. Recognition by the Communist bloc that the US is not bluffing, but is prepared, as a 
last resort, to intervene militarily. 


2. Willingness of Communist China to withdraw support of the Viet Minh forces in In- 
do-China without demanding in return such major political concessions as recognition by the US. 

3. Adamant determination by France and Great Britain to maintain a firm united front 
with the US—at the conference table and thereafter—despite Communist enticements. In par- 
ticular, France must refuse to be wooed from the Western Alliance by offers of an Indo-Chi- 
nese peace under circumstances which would lead to eventual Communist domination. 

4. Agreement by the US to relax restrictions on Western trade with China and not slam 
the door on eventual Communist Chinese membership in the UN if Peking and Moscow agree 
to an acceptable Indo-Chinese settlement and continuance of the status quo in Korea. This 
would meet the major British objections to Washington’s current policy. 


The situation is both delicate and dangerous. But the US, as at Berlin, is leading from 
strength. Even so, long negotiations, including agreement to continue the Korean stalemate, are 
in the cards before any possible Indo-Chinese settlement. 

Consequently, while the merchants of gloom, in Congress and the press, have convinced 
themselves Doomsday will have a Geneva dateline, the catalogue of possible results of the con- 
ference, viewed in the cold light of reason, runs something like this: 


e@ Communist China, if it feels the build-up of the North Korean Army has progressed 
sufficiently to handle any ROK offensive, may propose withdrawal of all foreign troops from 
the peninsula. The US would oppose this, but would probably consent in the end. 


e Extension to Communist China of the March 30 London agreement liberalizing re- 
strictions on Western trade with the USSR and its European satellites. 


e As an outside chance, a cease-fire in Indo-China or, barring this, a Communist Chi- 
nese pledge to withdraw support from the Viet Minh. 

The Communists can be counted on to propose establishment of a coalition govern- 
ment following cessation of hostilities, but, without the most stringent guarantees, Communist 
participation in such a regime would be the Trojan Horse paving the way for complete dom- 
ination, as the West has learned from the bitter experience of the European Soviet satellites. 

Some top Western diplomats believe, however, that a way out could be found by with- 
drawal of all non-native forces, and joint guarantee by all the powers concerned, the US, Great 
Britain, France, the USSR, and Red China, of Indo-China’s frontiers. 

France and Great Britain would be bound to act in case of violations, giving Secretary 
of State Dulles the agreement on united action he has committed himself to demanding and— 
perhaps even more important—a “victory” to bring back to Washington. 

Above all, at Geneva, Dulles and the other US negotiators have a priceless opportu- 
nity to stand toe to toe with the Chinese, look them straight in the eye, and tell them that if they 
intensify their aggression they will get hurt where they won’t like it. 

The Chinese and their Soviet partners must almost inevitably make up their minds at 
the conference whether to keep up their apparent try for Southeast Asia or choose stabiliza- 
tion of that frontier of the world struggle. It is not assumed, of course, that a decision to lay 
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off would be for forever, but Geneva could halt the southeastward military expansion of com- 
munism for the current cycle. 


The reasons why the US stand at Geneva can be both strong and flexible may be summed 
up this way: We do have the strength to hurt Communist China, and, if necessary, the will to 
use it; there are no real differences between Britain and US on main Geneva issues, despite de- 
ceptive surface signs to the contrary; and, despite even stronger contrary signs, France won’t 
quit in Indo-China on any terms that would be unacceptable to us. 

It is our intention, if Geneva leads nowhere, to act without waiting for a French defeat 
in Indo-China to imperil the lands beyond. A conclusion by Washington that the defeat had 
become inevitable or that the Navarre Plan would fail to achieve victory by 1955, would trig- 
ger action. 

It is an article of faith among many responsible officials in Washington, however, that 
France will not quit because (a) it would destroy all chance of regaining her standing as a 
world power, and (b) she is committed so thoroughly that “withdrawal” is a physical impos- 
sibility. 

As for the British and ourselves, the differences relevant to Geneva represent more 
sound than substance. They accept our estimate of the importance of Indo-China and the threat 
to Southeast Asia if it falls. Their interest in that area is even greater than ours. They think 
we are silly to be so emotional on the issue of recognition, but they are not pressing for action 
now on that or on UN membership. The London meeting has shown we can come to an ac- 
commodation with them on China trade. 

* a @ 

The difficulties Dulles is facing are at least as great at home as at the conference table. 
He undoubtedly realizes that, even if he accomplishes at Geneva all—and more—than is reason- 
ably possible, he will be greeted on his return to Washington by a political uproar. Whatever 
happens, his critics on the extreme Right will be vociferously disappointed because he did 
not wave a magic wand and, without committing troops, spending money, or making promises, 
cause the Peking regime to disappear into thin air and re-enthrone Chiang on the mainland. 

The very fact that the conference was to be held at all chilled Washington’s Nervous 
Nellies of every shade of opinion. Some of the expected catastrophes were so wildly incompat- 
ible they could not possibly all fit into the same Armageddon. In this black prospectus, Indo- 
China is lost, France is broken, the Anglo-American alliance collapses, Communist China joins 
the UN, Washington harbors an ambassador from Peking, the Red Tide sweeps all Southeast 
Asia, our allies ship artillery and tanks to Mao’s armies, Formosa plunges beneath the sea, the 
Republic of Korea is swallowed up, Syngman Rhee marches to the Yalu, Foster Dulles drops an 
H-bomb on Malenkov, the Churchill government falls, American troops fight alone against Asian 
hordes and the Western Alliance collapses in Europe itself, leaving the US completely isolated. 

It is almost incredible, but true, that the foregoing catalogue can be documented item 
by item in the utterances of politicians and publicists who regard themselves as “responsible.” 

The hysteria was generated by Congressmen, by habitual British critics of US policy 
in Asia, and by the mouthpieces, witting or no, of French neutralism. It was undoubtedly in- 


tensified by the alarm attending the proclamation of the hydrogen age. 
* 2 * 


The prospects for the forthcoming conference at Geneva can be reasonably assessed 
only if a cardinal truth of current history is noted and applied: The trend just now is away 
from conflicts and away from absolute decisions. The lesson has been learned that such decisions 
today mean more headaches tomorrow. It is a valid if oversimplified point that, as of today, the 
Communist bloc is too big for us to win small wars, and we are too big for it to win big wars. The 
situation provides an opportunity to seek for durable solutions by other means, and Geneva 
is another place where the quest is being carried forward. 
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The Whole Truth 

Your report “The Truth About For- 
eign Aid” (WORLD, Feb. ’54) is one 
of the best reviews of our Foreign 

Aid Program that I have read. 
Gorpon L. McDonoucn, M.C. 
15th District, California 

Washington, D. C. 


Delayed Reaction 
A week ago I came upon the De- 
cember issue of your intensely thought- 
provoking new magazine on the pe- 
riodical table of the St. Louis Public 
Library. I found Kurt Bloch’s “De- 
cline and Fall of Money” the most 
lucid description of Europe's present 
financial plight that I have thus far 

had the pleasure of reading. 
St. Louis, Mo. DonaLp DaTEs 


A Clear Head 


Your March editorial stresses “The 
Importance of Champagne” as a pos- 
sible indication of a developing trend 
in Soviet policy. 

The importance of “champagne” in 
American life and policy can be seen 
on page 6 of the January WORLD. On 
this page are the pictures of “. . . men 
in government whose jobs require 
the 
abroad, and the men who represent 
this world in Washington.” Of the 
fifteen clearly pictured, nine are hold- 


them to focus clearly on world 


ing glasses which, it is reasonable to 
assume, contain “champagne.” 

The second factor to consider is the 
The alcohol 


in one or two drinks undeniably de- 


effect ef “champagne.” 


creases mental efficiency to a detect- 
The effect of 


pagne’ is that it takes the sharp edge 


able degree. “cham- 
off thinking. This is an incontestably 
established fact. 

In this most crucial period of world 
history, when human destiny is in 
large measure determined by the coun- 
sels of men concerned with govern 
ment, and when tact, understanding, 
the 
thinking is of the essence, nothing, 
nothing, nothing ought to be allowed 
to impair these virtues. Yet the Ameri- 
can 


and clearest, most perceptive 


government and _ its 
literally 


“champagne” annually to those very 


‘mployees 


serve millions of glasses of 


persons upon whose keenest judgments 


the nation and the world depend. 


May 1954 





I do not here wish to moralize. 
Rather, I submit that from a practical 
point of view you would be doing 
the aims and ideals to which WORLD 
appears to. be dedicated a further 
great service if you were to urge youl 
staff to set the example of abstinence, 
and if you were to bring the impor 
tance of “champagne” to the attention 
of those influential persons with whom 
you have dealings. 

Cxiairn H. Brewer, JR 
Pittsburgh, Pa. t 

Protest 
Adriano Olivetti 


contains 


The article by 
(WORLD, Nov. °53) com 


pletely unfounded assertions regarding | 


Sinda- 


labor Or- 


Italiana 
(¢ ISL . 


ganization which I have the honor of 


the Confederazione 
cati Lavoratori 
heading. 

Mr. Olivetti states (1) that CISL 
does not allow its members to change 
their leaders and is consequently not 
(2) that CISL relies on 
Italian manufacturers for 


democratic; 
most of its 
funds and itself de 
pendent; (3) that CISL is a “Cath- 
olic” organization 


therefore finds 


Mr. Olivetti does not supply any 
proots for the simple reason that there 
are none. CISL’s leaders are regularly 
elected in the course of meetings at 
all levels. Preceding CISL’s first Na- 
tional Congress there were 50 national 
trade union meetings, 3,714 municipal 
union meetings, 353 district meetings 
As a re 
repeate d 
the lead 


and 93 provincial meetings. 
sult of 


for each National Congress, 


these consultations, 


ers are elected. 
that 


ganization receives funds from manu 


I categorically deny my Or- 
facturers and consider any insinuation 


to this effect a downright libel. Brib 
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La Province de Québec 


Join with the thousands of devout Quebeckers 


in celebrating the Marian Year by special 
pilgrimages lo the renowned shrines ot Ste 
Anne de Beaupré, Notre-Dame du Cap and 


the Basilica of St-Joseph’s and the numerous 


other shrines and sanctuaries of La Province 
de Québec. You will be welcomed with 
French-Canadian hospitality and cuisine in 


omfortable, modern inns and hotels. 


Write today for free booklet ‘Shrines in Quebec’ 
and road maps. Address — Provincial Publicity 
Bureau, Parliament Buildings, Québec City, Can., 
or 48 Rockefeller Plaza, New York City 20, N.Y 
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Vineyard 
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Mints 


At your next dinner party, 
serve proudly one of the world’s 
finest wines 








grown on the 
de Latour vineyard-estate 
in lovely Napa Valley 


ery—the attempt to weaken trade un- 
ion organizations by direct or indirect 
offers of money—is undoubtedly one 
of the most despicable weapons some- 
times resorted to by the most backward 
Italian employers. In a battle between 
such unequal forces, workers’ trade 
unions in all countries and of all ten- 
dencies may perhr ps count some vic- 
tims. But Mr. Olivetti has no right to 


generalize and besmirch the trade 
union movement as a whole or CISL 
in particular. 

Though I do not consider Mr. Oli- 
vettis use of the word “Catholic” of- 
fensive, CISL has given unmistakable 
proof 
organization—not only in Italy but in 
Europe—that is truly and completely 


free and independent of all 


of being the only trade union 


exterior 


political or religious. 


We defy anyone to produce evidence 


forces, whether 


GruLio PASTORE 
Secretary General, CISL 


to the contrary. 
Rome, Italy 


The Atom Curtain 
My dear friends 
friends—I cannot understand why, if 
Shinkolobwe is so secret (WORLD. 
Feb. ’54), you make every detail of its 

location and operation so public. 
Mrs. Una B. 

Portland, Ore. 


and you are my 


WILLARD 


& Today, great 


pend on atomic powel many elements 


national issues de- 


f which remain unknown to the pub- 
lic. WORLD believes it has 


sibility to give its readers as thorough 


l respon- 


a report on atomic questions as se- 


curity will permit.—Ep 
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“Made in Sweden” 

In “What’s Ahead” in the March 
WORLD, you report that Sweden’s air 
force “will be completely re-equipped, 
French and British jets replacing the 
present Swedish-built propeller air- 
craft during the current year.” The 
fact is that British and Swedish-built 
jets have for years been replacing 
American and Swedish-built propeller 
planes. This replacement may be com- 
pleted during 1954. 


Uppsala, Sweden H. 


BENETTSSON 


Objection 

In your February issue you pub- 
lished @p page 39 an article contain- 
ing a false interpretation of certain 
statements made by me with regard 
to the working conditions in the Ro- 
mana and Santa Fe sugar mills, sub- 
sidiaries of the South Porto Rico Sugar 
Company in the Dominican Republic. 

The union of sugar workers has re- 
peatedly submitted to this Depart- 
ment severe complaints about the de- 
plorable working conditions in the 
above-mentioned Notwith- 
standing the efforts of the authorities 
to induce the management of these 
mills to remedy the situation, no basic 


factories. 


changes occurred. Finally, the work- 
ers of the Romana mill went on strike 
on Feb. 5. 

Upon instructions of my govern- 
ment I went personally on the same 
day to La Romana, together with 
other high officials of the Labor De- 
partment and with representatives of 
the National Confederation of Work- 
ers in order to mediate between man- 
agement and union, An understanding 
was eventually reached and the work- 
ers went back to their jobs. 

Thus the aforesaid enterprises have 
once again received from this Depart- 
ment the traditional cooperation in 
the search for a fair solution of their 
problems. The invariable policy of 
the Dominican government is to pro 
tect all foreign enterprises operating 
and to offer them all 
guarantees provided for in the laws 


in our country 


of the Dominican Republic. 

May I point out in this connection 
that our country, with a currency at 
par with the dollar, takes great pride 
in belonging to the small group of na 
tions which permit foreign enterprises 
to transfer their funds and profits free- 
ly. Only a few months ago extensive 
duty 
South Porto Rico 


and exonerations of 


inted to the 


franchises 


were OT 


Sugar Company for the purpose of 
building the first furfural plant out- 
side of the USA... . 

Naturally the Dominican govern 
ment demands from the Romana an 
Santa Fe sugar mills and all other in 
dustrial enterprises that they respect 
our laws and comply with the well 
balanced provisions of our labor leg 
islation. 

It is quite obvious, therefore, that 
your assertions ascribing to the Do 
minican government the intention o! 
nationalizing the property of the abov« 
sugar concern are without any foun 
dation whatsoever. I wish to formally 
refute them as absolutely untrue. 

ArtuRO DEsPRADE! 

Secretary of State of Labor 
Economic Affairs and Commerce 
Ciudad Trujillo, Dominican Republic 


A Mid-Easterner? 

As for your editorial “Shall West 
and West Meet?” (WORLD, April 
54), I'll cast one vote for the “Ameri- 
can way. In brief, if the Europeans 
“sell us out” to give the Reds of China 
recognition—to Hell with the UN! 

If this means, as you put it, that 
“we are not part of the West”—good! 
Your editorial convinced me, but not 
the way you meant to! No doubt about 
it, we do have our own “way of life.” 


No address Proup AMERICAN 


Old Friends of India 
Thank you for the very fine article 
“Behind Nehru’s 


Foreign 
(WORLD, April 54). We are closely 
connected with India, having lived 
there for a great part of the last forty 
years. Since our return here last Aug- 
ust, we have been shocked and sad 
dened to find that many of our poli- 


Policy” 


ticians and newspapers have a very 
unsympathetic attitude toward India 
and Nehru. 

Werner Levi presents a very fair 
unbiased picture of India’s difficult 
problems; it should help greatly to 
create a better understanding between 
our two countries. If India’s ideals can 
doubt 
be the greatest democracy in Asia 


be realized, without she will 
She needs our help and sympathy in 
working out her problems. It is also 
possible that we need her help and 
understanding. This article will con 
tribute much to the cause of demox 
racy in the world. 

Mr. & Mrs. Ray E. Rict 


Berkeley, Calif. 
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[' SURPRISES many people to learn that the average age of the men 
who respond to our advertisements is closer to forty than to twenty. 
But it’s not hard to understand why this is true! 

Most young men are satisfied with their progress in business. Their 
native ability and energy are enough to win them regular promotions 
and salary increases. They find success only a matter of time. 

But the day comes, often with a shocking suddenness, when this easy and 
casual progress ends abruptly. 

Many a man wakes up with a start in his thirties or forties to find 
that his income has leveled off, and that promotions have ceased. 

“I’m not getting ahead as fast as I should,” he says to himself. 
“Where am I| going to be ten years from now?” 

Why does this pathetic pattern appear in so many promising careers? 

The answer is simple: Sheer ability and energy can carry a man to 
the mid-way point in business... but only a thorough knowledge of 
business fundamentals can help him beyond that point. 

If you realize that fact while time is still on your side—and act on it— 


you can succeed while you re still young. 


FREE...‘‘FORGING AHEAD IN BUSINESS” 


We do not claim that you must have the Alexander Hamilton Course 
in order to succeed in business. But we do say that you cannot succeed 
without what ts in the Course! 


All the Institute does is offer you a convenient and time-saving means 
of bringing this knowledge to you 1n your spare time, and in a form that 
has proved to be prac tical and effective for more than forty vears. 

So that you may judge for yourself whether or not you think the 
Institute can help you, we have published an informative 1S-page book 
titled “Forging Ahead in Business.” 

We believe that this little book will help any man 
rock in his thinking: however, there’s no cost or 
because—frankly—we’ve never been able to put a 





would reflect its true value. Some men have found a fortune in its pages 


If you would like a complimentary copy of “Forging Ahead i 


Business,” simply sign and return the coupon below. It will be maile 
\ to you promptly, 








ALEXANDER HAMILTON INSTITUTI 

Dept. W.M., 71 West 23rd Street, New York 10, N. ¥ 
In Canada: 57 Bloor St., W., Toronto, Ontario 

ypy of the 48-page k 
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Pl ASe mail me. without st, a 
TREPECECELELELECT EEE LTTE ores 
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FOR 
BRIGHT 
FRIENDS 


Here is a coupon that you can use 
to jot down the names of a few 
friends or business associates who 
you think would be particularly in- 
terested in this issue. We shall be 
glad to mail them a copy with our 
compliments. 


WORLD 
319 East 44th Street 
New York 17, New York 


Please mail a complimentary copy of this 
issue of WORLD to the following: 


Name 
Address 


City Zone State 


Name 
Address 


City Zone State 


Name 
Address 


City Zone State 


Name 

Address 

City Zone State 

It's not necessary to sign this coupon. But 
if you'd like us to tell your friends that 


their copy of WORLD is being sent at your 
suggestion, print your own name here: 


Rabe A aaR 


LETTER FROM THE PUBLISHER 











When we began to lay the groundwork for WORLD, we were 
determined to make it a magazine that would fill the void in the 
presentation of world news left by the other news media. 

Two WORLD correspondents recently contributed evidence of 

just how great—and how grave—this need is both here and abroad: 
Frank Moraes, editor of the Times of India and WORLD ’s corres- 
pondent there, and Emlyn Williams, our correspondent in Bonn. 
They served as members of the panel which helped to prepare the 
exhaustive analysis of the treatment of international news: The 
Flow of the News ( International Press Institute, Zurich, Switzerland; 
266 pp., $1). The study, a year in the making, was made possible by 
a $225,000 grant from the Ford Foundation and additional assist- 
ance from the Rockefeller Foundation. 
“Far too many news items are shorn of everything but the simple 
facts. The result is that the reader can hardly expect to obtain a 
clear idea of the true significance of what has happened. The news 
generally is not so much inaccurate as to fact, as distorted because 
of being presented without a context or a proper interpretation.” 

This is the heart of Emlyn Williams’ report on the coverage of 
US news in the West German press. But the sad fact is that his 
comments hold equally true for the coverage of world news in our 
own press. Of the 105 typical US newspapers analyzed in this 
study, space given to international news averaged just over four 
columns a day. The study also found that 95.7 per cent of the 
foreign news actually received by newspapers never even gets into 
print! And this at a time when 74 cents out of every tax dollar we 
will pay this year must go to support the commitments imposed on 
America by the world situation. 


The scanty foreign news that does get printed is not well bal- 
anced. Many countries which provide enormous opportunities for 
American investors and exporters receive little or no coverage. In 
the 105 papers studied, India, Belgium, the Netherlands, Switzer- 
land, Sweden, and Brazil each received 1 per cent or less of the 
meager total allotted to world news. And the bulk of this amount 
was concentrated in two or three of the papers studied. 

“Much foreign economic and political news is meaningless with- 
out interpretation,’ an American editor is quoted as saying. “Inter- 
pretation makes the news a vital, living incident to readers who 
otherwise would only be perplexed by the factual statements. For- 
eign news stories should explain the meaning of the events they 
report, and in terms that will have significance for American readers.” 

WORLD is published to perform exactly this service—to present 
the world’s political and economic news in meaningful context and 
with adequate background. But as a service, it succeeds only to the 
extent that it answers the needs of its readers. That is why I hope 
you will write me if there is a particular area or aspect of the news 
which you would like to see covered more intensively in WORLD. 


Cordially, 


Kin S Bea 


World 
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B COvER: For the next generation, the women 
= of Red China and the inexhaustible man- 
power they produce will be mobilized to 
build a “mighty industry.” For the Com- 


munists economic master plan, see p. 22. 
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A Report to Americans: 








Panis 

S THE Geneva conference opens, 
A the main job of American diplo- 
mats in Western Europe is to hold ou 
wavering allies in line with US policy 
against a mounting Soviet diplomatic 
offensive. Most of these 


including our ambassad 


Americans— 
rs in London, 
Paris, and Rome—agree privately that 


they would have a much better chance 


of maintaining the free world’s united 


front against cOommunisn t Senator 


Jose ph McCarthy had not 


vivena phe 
















nomenal and continuing boost to sus- 
picion and downright fear of the US 
mong West Europeans, The influen 
tial and moderate Dutch weekly, El 
seorers mcurs veheme ntly “Tt Me 
Carthy did not exist, the Soviets would 


invent him,” Elseviers warned. “He has 
become their most valuable r unwit 
ting, tool in the United States 

ih 1ense value t M w ot 
1 disruptive force like McCarthy is 
clear when seen against the new pat 
tern of Communist eftorts to overcome 
the West. Knowing they innot beat 
the combined West in open | ittle, the 
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Lets give him the Order 





of Lenin—he’s earned it!” 
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Communists are now concentrating on 
splitting us apart. 

In this campaign, their main weapon 
is no longer the Communist parties of 
France and Italy, but the powerful, 
ilbeit unorganized, forces of neutral- 
ism in Western Europe’s Right, Left, 
and Center. 

If neutralism gains, the Commu- 
nists calculate, the US will find it 
more and more difficult to align its 
allies behind a common defense policy. 
Since local good will is essential to the 
yperation of US bases in Europe, the 
dwindling of such support will drive 
us back into isolation. Thus, Moscow 
hopes to create new power vacuums 
which it can penetrate—not necessarily 
by military action, or even by internal 
Communist coups, but by the rise of 
neutralist regimes which, inevitably, 
must be more receptive to Soviet in 
fluence. 

As might be expected, Moscow is 
not leaving so important a develop- 


ment as the eventual US withdrawal 


from Europe to chance. Allied intelli- 
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The Grand Inquisitor: 


OW McCARTHYISM HELPS 


gence estimates that, since the end 
of the Berlin conference, several hun- 
dred new Communist agents have 
slipped into Western Europe pro- 
vided with false papers and plenty 
of cash. Examination of the few who 
have been arrested reveals that their 
principal mission is psychological war- 
fare—to discredit EDC and undermine 
American prestige. 

But the junior Senator from Wis 
consin has already shaken Allied unity 
more effectively than any Communist 
agent could hope to do. According 
to his European critics, he has man- 
aged to arouse anti-American feelings 
in circles which Red propaganda had 
never been able to touch. His excesses 
have shocked many loyal friends of 
America who fully supported his origi- 
nal goal of eliminating Communists 
from public office. The conservative 
London Observer, for example, wrote 
in March: 

“The Atlantic alliance is more than 
1 community of interests. Its central 
core is the defense of common prin- 


BRITAIN 








i 
“a 


“Miri, 


“Okeh, boys, now bring me Ike!” 


a 


yo 0 8 4 8 68 8 8s sos eS 6 WS 6 tbs 's"s'n's"s' “n"s's"s'a'a "a's "a"s"a"a*a" 























Reproduced by permission proprietors of 


The Smudge-pot of Libert 





eS | 


~ el L/ 







orl 





THE KREMLIN 
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ciples of personal freedom and justice. 
It cannot be a matter of indifference 
to the allies of the United States if 
these principles are challenged with 
apparent impunity in the most power- 
ful country of the Western world. The 
systematic violation of civil rights and 
of the rules of evidence committed by 
McCarthy under the cover of his sena- 
torial privileges concerns us all.” 

Not since Hitler has a world politi- 
cal figure aroused so much violent 
feeling among Europeans. Every- 
where, McCarthyism is one of the 
main topics of conversation, and many 
important opinion-makers are search- 
ing for a plausible explanation of this 
American phenomenon. 

British columnist Alastair Forbes of 
the Tory Sunday Dispatch is inclined 
to blame it all on our “ignorance.” 
He disclaims any connection with those 
in England “who have a pathological 
detestation of everything American,” 
but writes: 

“Suspicion of intelligence has been 
carried beyond the point of absurdity 


By GEORGE W. HERALD 


and approaches that of self-destruc 
tion. In this reign of well-intentioned, 
long-winded ignorance the whole na- 
tion’s standards are being debased. No 
wonder the appetites of Molotov and 
Malenkov are aroused by the ease with 
which McCarthy bullies the US and its 
President.” 

A different and original explanation 
of McCarthyism is given by Frangois 
Bondy, editor of the French magazine 
Preuves and one of the circle of active 
anti-Communists around the young 
American writer Melvin Lasky. Bondy 
attributes all the excitement in the 
States to what he calls the “swallowed 
crusade.” 


Cut-rate crusade? 
He believes many Americans are 
suffering from a case of political indi- 
gestion because they have finally re- 
alized that they cannot liberate East- 
ern Europe and “roll back” Red China 
without provoking another world war. 
“In their dismay they have substituted 


the internal crusade for the external 
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crusade,” Bondy suggests. “It must be 
added that this is also by far the 
cheaper way.” 

Bondy recognizes that Communist 
infiltration into the US government in 
the “30s and ’40s was “an undeniable 
fact,” but McCarthy’s slogan “Twenty 
Years of Treason” painfully reminds 
him of Hitlers “Fourteen Years of 
Shame and Disgrace,” and he con 
cludes: 

“In the long run, the Communists 
will be the only ones to profit from 
this American aberration. . . . It is 
the prototype of a nationalism that in- 
flicts its heaviest wounds on the spirit 
and substance of the nation itself.” 

The Swiss Weltwoche, which has a 
Europe-wide reputation as a foe of 
Red imperialism, took a similar and 
even more explicit stand in a widely 
discussed editorial this spring: 

“It is a long time ago that Adolf 
Hitler came to power in Germany, and 
a full generation has passed since 
Benito Mussolini became the master 
of Italy. We have almost forgotten 








SWITZERLAND 





The Ratcatcher of Washington 


DENMARK 
GODS 


Same 0 

















and in 1945 
with a notorious Communist, Josef Stalin, at Potsdam 














the witness, Harry Truman, breakfasted 
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“McCarthy has aroused anti-Americanism 


how that happened. It came to pass 
because both dictators built their pow- 
er on the fear of communism. The 
bourgeoisie reasoned: perhaps these 
are wild men whom we don't like very 
much, but after all, they only go a 
little too far in promoting a cause that 
is also our cause, the struggle against 
communism. 

“There is today a comparable situa- 
tion in the United States,” Weltwoche 
continued. “To be sure, McCarthy is 
no Hitler, but this he has in common 
with the European dictators: he ‘spec- 
ulates’ on the fear of communism and 
wants it to carry him to power.... 

“Thus communism in our time is 
doubly guilty: through the wrongs it 
commits itself, and through the wrongs 
it gives its real or alleged enemies an 
opportunity to commit. Fascism in all 
its forms and communism are brother 
enemies who thus far have always 
helped each other sometimes uncon- 


sciously, often consciously and inten- 


tionally 


Guilt by association 


are do- 
truth of 


Red agents in West Europe 
ing their best to prove the 
this analysis by exploiting the general 


+ 


anxiety over McCarthy for all it 


is 
worth. Their chosen tactic is to iden 
tify America with McCarthy picturing 
our country as a “semi-fascist state” 
where individual freedoms are rapidly 
disappearing. What they want to plant 
idea that 


in pe ople’s minds is the false 
there is no longer any essential differ 
big powers East 
and West, that both demand the same 


1 
ence between the two 


‘ . 
type f soul-killing conformism. For 
once this idea is widely accepted. the 
, 
road to power Is open tor the apostle Ss 
I 


" . : 
of a “neutralism” that ultimately can 


serve only the strategi ms of Soviet 
Russia 

The situation, of course, is not past 
mending We still have 1 few friends 
in Europe sharp-eved enough to see 


t - 


through Moscow’s game é xp] iting 


McCarthyism. The conservative Paris 
newspaper Figaro lenounced _ this 
false equating of America with the 
USSR in a vigorous front-page edi 


orial two months ag 


“However unpl asant tl 
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OOOO RK 


of M. McCarthy may be, let us not be 
deceived. Suppose McCarthy had in- 
stalled himself in the White House. 
Suppose he had sert before a firing 
squad or to Alaskan labor camps first 
all Communists, then all those sus- 
pected of communism, then all those 
who worked actively for the Demo- 
then, by successive 
batches, the whole central committee 


cratic party, 
and a good portion of the troops of 
the Republican party itself. Suppose 
that no voice against McCarthy could 
get a hearing . . . that the entire press 
and the police were devoted to him, 
that every show of opposition, or mere 
lukewarmness, to him were punished 
by death. Then, and only then, could 
we make a comparison with the Soviet 
regime. Is that the case?” 


This quote points up the fact that 





A DUTCH COMMENT 








Warning to 
President Eisenhower 


World-renowned commander, 
Rich with battle laurels, 
You feel above the quarrels, 
Ignore malicious slander 


You smile, and freedom 
brightens 

Yet the enemy grins and gains, 

And, as he friendship feigns, 

His threat to freedom heightens. 


You smashed the devil's lair, 
You saw the foeman’s face, 
Now, in another place, 


He weaves again his snare 





Quick! Recognize the danger; 
McCarthy is no stranger. 








Europeans, ignorant of the workings 
of American political life, are prone 
to exaggerate the effects of Senator 
McCarthy’s activities out of all pro- 
portion. Some of the accusations 
against the junior Senator from Wis- 
consin are simply grotesque. Yet the 
combination of his own words and 
deeds and of the European interpre- 
tation of them adds up to a definite 
factor that limits our capabilities 
abroad. And the point is that this is a 
situation which neither the Senator 
himself nor America’s policy makers 
can ignore any longer. 

Secretary of State Dulles, for ex- 
ample, is continually described as a 
prisoner of McCarthyism, whatever 
his personal views on foreign policy. 
After Mr. Dulles’ speech before the 
Overseas Press Club on March 29, the 
big neutralist Paris daily, Le Monde, 
contended that “Ike and his first lieu- 
tenant had virtually no liberty of ac- 
tion” and were obliged by the Mc- 
Carthy wing of the Republican Party 
to adopt “a policy of force” toward 
the Soviet bloc. “In the case of the 
Far East,” Le Monde charged, “this 
takes on the aspect of a blackmail 
threat to extend a conflict which-— 
Washington is persuaded—neither 
Moscow nor Peking wants to extend 
at any price.” 

In their zeal to misinterpret, the 
neutralists discover McCarthyism as 
the driving force behind all kinds of 
American moves which have no con 
nection with it. When US Admiral 
Fechteler made a routine inspection 
of French naval installations in North 
Africa last month, the weekly Aux 
Ecoutes immediately detected Mc- 
Carthy’s influence at work. It claimed 
the purpose of the Admiral’s trip was 
“to prepare for US occupation of such 
French bases as Bizerte, Mers-el-Kebir 
and Agadir and proclaiming the inde- 
pendence of French North Africa in 
case the Communists seized power in 
metropolitan France.” 

Neutralists are also trying to use 
McCarthyism as a weapon against 
EDC. In England, a strange mixture 
of Bevanites and such Conservatives 
as Julian Amery, Sir Robert Boothby 
and Captain Waterhouse have joined 
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where Red propaganda could never reach” 


forces against both EDC and Mc- 
Carthyism, backed by the powerful 
newspaper chain of Lord Beaverbrook. 
In recent articles in the Daily Express 
and Sunday Express, columnist Milton 
Shulman warned that the McCarthy- 
ists in the States and the German mili- 
tarists were “people of the same ilk,” 
while Professor Denis W. Brogan, the 
well-known British historian, affirmed 
that “the rise of McCarthyism in 
America has given EDC a new and 
dangerous flavor. ‘4 

At the end of March, Paris neutral- 
ists, led by Claude Bourdet, the mil- 
lionaire son of playwright Edouard 
Bourdet, organized an _ international 
congress against EDC. The congress 
was attended by delegates from seven 
nations, including Pietro Nenni (the 
fellow-traveling Italian Socialist), Jen- 
ny Lee (wife of Aneurin Bevan), and 
Belgian Senator Henri Rolin. In their 
speeches, all raised the specter of a 
McCarthyist America backing a new 
military axis, Madrid-Bonn-Athens- 
Ankara. Jacques Kayser, a former 
French UN representative, declared: 

“The question is not whether we 
want to stay in the Atlantic alliance. 
The majority of Frenchmen remain in 
favor of the Atlantic alliance. The 
question is whether America will not 
slowly abandon that alliance under 
the pressure of McCarthyism. Where 
would that leave France?” 


Fear in high places 


It is an open secret in Paris that this 
fear of McCarthyism is now shared by 
many French policy-makers, including 
several members. “What 
frightens them,” author André Sieg- 
fried explained, “is that America may 
slowly cease to be the citadel of sanity 
and reasoned action, leaving us alone 
with our ideals in a world gone mad. 
This is a genuine fear; that’s why So- 
viet exploitation of it is so dangerous.” 


cabinet 


In these circumstances, most re- 
sponsible Americans in Europe con- 
sider it urgent to restore McCarthy- 
ism to its true proportions in the eyes 
of our friends abroad. 

First, they say, we must coordinate 
the struggle against communism inside 
and outside the United States. While 
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the fight against Red infiltration at 
home must continue, it must be con- 
ducted by methods which none of 
our allies can denounce as “undemo- 
cratic.” A very highly placed American 
at SHAPE put it this way: 

“America historically emerged from 
a revolution against arbitrary power. 
It cannot tolerate arbitrary procedures 
without shaking the basis of its own 
existence and playing right into the 
hands of international communism.” 

Second, we should emphasize to 
our allies, by word and deed, that US 
foreign policy is not made by any one 
group or movement, but by President 
Eisenhower, who has shown no desire 
to forsake his World War II comrades 
for new partners. 

Third, we should realize that what 
also worries our friends is the apparent 
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“Oh, to be a General again— 





and McCarthy a corporal!” 








lack of public reaction to this novel 
force in US political life. While they 
are gratified that some of our leaders 
at last seem to have recognized the 
danger, they still do not see any 
groundswell of popular revulsion. 
They have the impression that Mec- 
Carthyism has put fear in the hearts 
of millions of our citizens and caused 
free men to whisper rather than speak 
up. “Are these the same Yankees who 
came to liberate us only ten years 
ago?” they ask incredulously. 


In McCarthy's image 


“The worst feature of McCarthyism 
is that it has created a warped mental 
picture of America in the eyes of so 
many people abroad,” a prominent 
Radio Free Europe official told me. 


“They think—often, not without a cer- 


tain feeling of malicious glee—that we 
are no. different from them after all, 
that we are liable to make the same 
mistakes they themselves committed 
not so long ago.” 

By allowing such ideas to spread, 
America gives way to the USSR on a 
point just as vital as China or Ger- 
many. We surrender our main attrac- 
tion in the worldwide battle for men’s 
minds—namely the fact that we have 
been successful in creating a society 
where free men can engage in the 
pursuit of happiness in an atmosphere 
of mutual trust and social peace and 
thus impair our claim to world leader- 
ship in the fight for freedom. 

All experts here—both American 
and European—therefore agree that 
we must make a vigorous effort to 
disprove the misconceptions about 
America which McCarthyism has al- 
ready produced abroad. Perhaps we 
should try to catch again the spirit 
that moved General Eisenhower when, 
listing “the priceless things free men 
cherish,” he said in his historic victory 
speech from the balcony of London’s 
Guildhall. 

“To preserve his freedom of wor- 
ship, his equality before law, his lib- 
erty to speak and act as he sees fit, 
subject only to provisions that he 
trespass not upon similar rights of 
others, a Londoner will fight. So will 
a citizen of Abilene.” 
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WHAT HAPPENED IN CAIRO? 


Naguib is eclipsed by Nasser, new strongman who will 


push economic revolution and reconciliation with the West 


By KUMUD C. KHANNA 


WORLD’s Middl 


Catro 


y ee plots, coups, and counter-coups 
for political control which have 


rocked Egypt since King Farouk’s 
deposition in July 1952 have ended 
at least for many months to come. 


A  thirty-six-year-old _ lieutenant- 
Abdel Nasser 
unquestioned 
of the Nile \ alley. 


Che major international 


colonel, Gamal has 


emerged as the master 
be neficiaries 
f his triumph are the US and Britain. 

Nasser’s rival and nominal superior, 
Major Mohammed Naguib, 
still clings uneasily to the empty titles 


Minister, 


( -eneral 


~ President, Prime and 


“Leader of the Revolution 

But Naguib’s every move, public 
ind private, is under the twenty-four 
hour scrutiny of one of Nasser’s most 
trusted henchmen, Major Ismail Farid, 
vho, as personal secretary ind mili- 
tarv attaché, is the leading member 
f the Presidential household. 

[The President’s chief supporter in 
the ruling junta of young army officers, 
the “Revolutionary Command Coun- 
il Major Khaled Mohie dine has 
been ordered on a “leisurely and ex- 
tended” foreign tour. It w Mohied 
line, the “Red Major,” wl neered 
Naguib’s brief return to power early 
n March 

In “resigning” from the Council, 
Mohieddine idmitted that Nasser’s 
victorv was a victory f the US and 
Great Britain, and a crushing repudi 
ition of the “neutralism” he and Na 

uib had championed. He stated: 

“Nasser and his trie ids vant an 
ireement with the Britis Suez 
ind are prepared to pay the litical 
price of an alignment with t West 

“But I still am convinced that we 
should not make Egypt link in the 
Western security chai ecause I 

lon’t think America wants peace.’ 

Nasser and his fellow members of 
the junta, which, together with the 
top ranks of the armed forces and the 

ivil service, has been purged of all 


Naguib sympathizers, wre said to be 


East Correspondent 


“bending backward” to arrange a Suez 
settlement on these terms: 

First, Egypt will regard an attack on 
Turkey as automatic justification for 
the return to the Canal area of British 
combat troops. 

Second, British technicians remain- 
ing to maintain the installations will 
wear civilian clothes, but will be under 
British military discipline and control 


with extraterritorial rights. 


A risky reversal 


The colonel, technically only Dep- 


uty Prime Minister, and his earnest 
young colleagues—average age, thirty- 
five—are taking a calculated risk in 


plumping for the West. Britain and, 
Farouk’s the US 


been the traditional whipping boys of 


since ouster, have 
Egyptian demagogues 
to 


each 


avoid a 
to 


popular support, would strive to outdo 


It was largely cam- 


paign in which side, win 


the other in vitriolic castigation of the 
West that Nasser, 
seized power, canceled the July elec- 
tions p1 mised by Naguib. 
Nasser’s swing to the West is 


is soon as he had 


not 


1 new development. WORLD can 
state that, even while Nasser and 
Naguib supporters were vying with 
each other in public denunciation of 


Britain, Nasser and Foreign Minister 


Mahmoud Fawzi were in secret touch 


with British Ambassador Sir Ralph 
Stevenson. They gave him assurances 
that they would accept the Suez set 
tlement mentioned above, and prom- 


ised to take steps to end anti British 


terrorism in the Canal: area 


Naguib was stripped of power large 
lv because he refused to back these 
pledges an indi ition that despite 
lenials and demagoguery, British in- 


fluence is still powerful in Cairo. 


Why has the 
fiance of the pows rful and fanatically 
inti-Western Moslem Brotherhood and 


Naguib’s enormous popularity—which 


Nasser regime, in de- 


explains why he has not yet been 
kicked out altogether — decided to 
align itself with the US and Britain? 


1. Nasser is convinced that Iraq, 
despite Baghdad’s perfunctory denials, 
is about to join Turkey and Pakistan’s 
pro-Western alliance, thus entering 
“by the back door,” and that 
most of the other Arab League states 
will, one by one, follow Iraq’s ex- 
ample in the near future. 

Unless Egypt jumps on the band- 
wagon, he believes the Cairo-spon- 
sored League will come apart at the 
seams and Egypt will lose the last 
Arab 


NATO 


remants of her leadership of t! 
world. 

2. He realizes that whatever fu 
be to twist the British lion’s tail 
in public, communism and the Soviet 


may 


aspirations to world empire are a real 
menace to Egypt's 
while the West is not. 


independence 


3. The Sudan, which voted against 
Britain and for Egypt in its first elec- 
last fall, is having 
thoughts about “unity with Egypt.” 

The Al Azhary Cabinet, which was 
loudly pro-Egyptian when it first took 
office, now is talking instead of “inde- 


tions second 


pendence,” which means in practice 


of link the 


British Commonwealth. Naguib barely 


continuation some with 
escaped lynching when he made a 
to Khartoum, the 
Sudanese capital, early in March. 


“good-will” visit 

The Sudan is of life-and-death im- 
portance to Egypt, since whoever con- 
trols the Sudan controls the Nile. 


4. The Nasser group hopes that, in 
return for a Suez and Sudan settlement 
and military cooperation, a huge flood 
of US aid will augment the Nile’s an- 
nual inundation, and transform Egypt 


into a prosperous modern nation. 


Point 4 is crucial 

Without foreign aid on the largest 
possible scale, the ruling council can- 
not hope to carry out its ambitious plan 
of retorm. 

While Egypt’s 383,000 square miles 
look impressive on the map, only 14,- 
000 square miles, or fewer than nine 
million acres, are arable. Of this, six 
million acres are under cultivation. 
the Delta, 
a narrow ribbon along the Nile and 


Out of this scant acreage 


a few scattered desert oases—90 per 


cent of the country’s 21 million peo- 
ple scrape a pitifully meager living. 


(The minimum legal wage, not yet 
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fully enforced, is 54 cents per day, 
and 65 per cent of the children die 
before five of diseases induced main- 
ly by malnutrition, bad housing, and 
filth. ) 

Aside from a few steel tools, they 
live and work much as did their an- 
cestors under the First Dynasty Phar- 
aohs 6000 years ago—and, because of 
the enormous increase in population, 
probably have less and worse food. 
Their standard of living is one of 
the lowest in the world. 

The sole hope lies in cultivating 
millions of acres of desert. This can be 
accomplished only by erecting enor- 
mous new Nile dams to store water 





THE KISSER... 


Naguib (left) congratulates his deputy, 
Nasser, on Sudan agreement last year. 


and digging a huge network of irri- 
gation canals to distribute it. 

Obviously Egypt itself can raise but 
a small fraction of the 500 million 
Egyptian pounds ($1.43 billion) Fi- 
nance Minister Abdel el Emary says 
such a program would cost—and only 
the United States can supply the re- 
mainder. 

A lesser but still major barrier to 
progress is the huge and traditionally 
lazy and corrupt bureaucracy. 

One man in every sixty is on the 
government payroll. The customary 
office hours are from 8 a.m. to 2 p-m., 
and baksheesh is an essential element 
in every transaction. 

To its credit, the new government, 
under both Naguib and Nasser, has 
faced its internal problems squarely. 

It is attempting to reform the Civil 
Service. 

It has reduced by 25 per cent the 
acreage of cotton, Egypt’s chief ex- 
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port and virtually only source of for- 
eign exchange, and planted the land 
with wheat in order to cut down food 
imports. 

It has stabilized foreign payments, 
balanced the budget, drastically cut 
imports of manufactured goods, and 
increased its main sterling balance in 
London from £200,000 ($572,000) 
when Farouk was driven out, to rough- 
ly £225 million as of April 15. 


The fellah’s friends 

Who are the young, almost rosily 
optimistic army officers who, under 
Nasser’s leadership, are attempting to 
give Egypt her first functioning native 
government since the Persian conquest 
in 525 B.C., and restore the pros- 
perity she has not known since the 
early Middle Ages? (Farouk, of mixed 
Turkish-European blood, was the de 
scendant of Mohammed Ali, an AI- 
banian who seized power in defiance 
of Turkey during the Napoleonic era. ) 

Nasser himself is six foot two—and 
thus towers over most of his country- 
men. He lives unpretentiously in a 
five-room house with his wife and 
four young children, starts his day’s 
work promptly at 7 a.m., usually 
lunches at his desk, and works far 
into the night. His family belongs to 
Egypt's small but growing middle 
class. Thus he has no personal ties with 
the tiny group of immensely wealthy 
land-owning “pashas” who dominated 
Egypt from the beginning of history 
until the 1952 coup. 

He likes squash, tennis, and swim 
ming—swimming the English Channel 
is virtually the Egyptian national sport 
—smokes a pipe and enjoys American 
movies. 

Aside from Naguib, whose Council 
membership is now purely titular, the 
only other member widely known in 
the West is Minister of National Guid- 
ance Salah Salem, another six-footer. 
An army major and Nasser’s chief 
supporter, it was Salem who, stripped 
to the waist, took part in Sudanese 
native dances and was credited with 
largely swinging the vote toward 
Egypt and away from Great. Britain. 

The rest of the twelve-man junta 
are cut from the same cloth. All are 
middle class in origin, all are passion 
ately dedicated to raising the living 
standards of the misery-laden masses 
Like Nasser and Salem, they are ath- 
letic; one is also a chess enthusiast. 

Naguib and Abdel Hakim Amer, 


now Army commander-in-chief, are 


major-generals. No other member has 
a higher rank than lieutenant-colonel. 

None, except for Naguib, who is 
fifty-three, is over thirty-six. Seven, 
including Nasser and Naguib, saw ac- 
tion in the Arab war against Israel, 
and four were decorated. 

Nasser and Amer began organizing 
their “Free Officers Group” in 1942, 
but until the Palestine debacle their 
activities were confined mostly to the 
circulation of critical pamphlets. 

But when the Israeli war revealed 
the almost incredible corruption of 
the government and of Farouk’s hand- 
picked high command, a wave of dis- 


gust swept through the officer corps. 
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.. KISSED OFF 


Struggle for power lampooned here has 
ended with Naguib out, Nasser boss. 


Recruits poured into the gr yup. 
Naguib, thrice wounded and the only 
general to emerge with credit from 
the war, agreed to serve as front man. 

In July 1952, tipped off that Fa- 
rouk was planning to arrest Naguib, 
the conspirators moved into the open. 
The monarchist regime collapsed. 

Events of the last two years have 
shown that the junta members are 
selfless, patriotic, incredibly hard 
working. They are convinced that they 
can restore to Egypt the prosperity 
lost for centuries, and transform an 
igricultural slum into a progressive 
modern nation. 

But 21 million people already press 
upon Egypt's few if fertile acres. The 
population was 16 million in 1937, 19 
million in 1947, 21 million last year 
i rate of increase that far exceeds the 
growth of food supply. 

These are the crushing odds against 


which the new regime must contend. 
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QUEEN JULIANA OF HOLLAND: 


uielly She Makes History 


N January 20 of this year a bill of extraordinary 
O importance was put to the vote in Holland's 
Senate. It provided for ratification of the treaty creat- 
ing a European Defense Community with a single 
Western European Army. Six nations—France, West 
Germany, Italy, Belgium, Luxembourg, and the 
Netherlands—had signed that treaty, but so far none 
had ratified it. 

The mood in the Dutch Senate was depressed. Few 
countries have more reason to hate and fear the Ger- 
mans, whom the bill would make armed partners with 
Holland. Nevertheless, the treaty received more than 
the required two-thirds majority. The signature of 
Queen Juliana sealed the act, and Holland became the 
first nation to ratify EDC. 

The acceptance of this “treaty without parallel in 
history,” as the Minister of War termed it, was the 
latest in a series of drastic and determined measures 
taken by the Dutch during the past five years to adapt 
their country to revolutionary changes. During this 
period of adjustment and rehabilitation Holland virtu- 
ally lifted herself by her own bootstraps after the tripk 
disasters of war and occupation, loss of her empire, and 
invasion by the sea. 

The last five years of swift and radical changes co- 
incide with the first five years on the throne of an earn- 
est and preoccupied Queen: Juliana Louise Emma 
Maria Wilhelmina. And though in Holland, a plain, 
middle class country, few would be so presumptuous as 
to call this half a decade the beginning of a “Julianan 
Age,” the country is aware that the whole period is in- 
delibly stamped with Juliana’s personality. 

At forty-four the Queen, mother of four little girls, 
with her round face, dark hair, and stocky figure, looks 





A motherly Princess, Juliana of Holland walks with her 
a daughters Beatrix and Irene (on her arm) to the Royal 
Palace and her new duties as Queen of the Netherlands 
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By HANS KONIGSBERGER 





like the average Dutch housewife, and a not particu- 


larly well-dressed one at that. 

From her mother she inherited an almost austere 
reverence for basic moral values and Christian prin- 
ciples. Unlike Wilhelmina at the same age, however, 
she shows no trace of complacency, and she is thor- 
oughly modern in her addiction to self-doubt. 

* Her intelligence is of the questing, inquiring kind 
that accepts nothing at face value, least of all he: 
own position and prerogatives. And she is a true child 
of this era because to her, change is not something to 
be dreaded, but a law of life to be accepted with forti 
tude and to be acted upon to the best of one’s ability 
Her very virtues are reflected in a lack of humor and 
an air of hesitancy. But they also make for what is 
best in the Dutch spirit: individualism and tolerance 

Individualism, in Ho..and, is a virtue that is som« 
times carried to excess. There were forty political 
parties before the war: even now eight are represented 
in Parliament. Religion counts its denominations by the 
dozen. In a nation so divided on a host of large and 
small matters, the unifying symbolism of the monarchy 
is an appreciable force indeed. 

Juliana’s upbringing was designed to make her the 
rallying point of her nation. An early anecdote sums 
up the position of the Dut h monarchy today: Stand 
baleonv of the Am 
sterdam palace, Juliana is said to have asked: “Do all 


ing with her grandmother on th 
these people belong to me?” “No, child,” was the 
answer, “you belong to them.” 

Her childhood was lonely, spent in a converted 
hunting lodge in eastern Holland. A palace in the 
woods, a hard-working mother, a father who staved in 
the background, and few callers—this was the setting 
of Juliana’s earliest days. 

Juliana was an only child, and it was known that 
Wilhelmina could have no more children. Continuation 


of the monarchy depended on the princess—a 1922 
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Queen and Princess posed for this early picture when Juliana 


was three and her mother, Wilhelmina, was still one 


youngest among Europe 


QUEEN JULIANA OF HOLLAND continued 


law made her distant German cousins, the only other 


members of the House of Nassau, ineligible—and the 


constant care devoted to her, the fact that her educa 
tion and training were the concern of the nation, in 
evitably influenced her character. Yet Wilhelmina 


worked hard to maintain 
family life 


to each other or to Ju 


in atmosphere of normal 
Neither she nor her husband ever referred 
liana except as father, mother 
daughter Juliana was never a gay and extroverted 
child, but she did not grow up spoiled or early-wise. 

intelligent and 


Her tutors remember Juliana as 


stubborn. They gave her the curriculum that was used 
in the Dutch public school system, and at eighteen she 
was registered at the University of Leiden. Law was her 
major subject: by her own choice she studied Dutch 
well. Commuting daily from 


a nearby village where she lived with two intimate 


literature and history as 
friends, she entered completely into university life, 
where she went through the usual 


playing tennis—her favorite sport—and even 


joining a sorority 
hazing 
writing a play for performance by the students, a mod 
j 


ern version of Bluebeard. Her nickname was Jula, and 


she used no other: her classmates still remember how, 
when she came to visit, she would answer the ques- 
tion: “Who's there?” by saving simply: “It’s Jula 

The public life Juliana entered at the age of twenty 
one was her first encounter with grimness and misery 


The vear was 1930 and Holland had been hit by 
the great de pression Juli ina became chairman of a na- 


tional crisis committee. She worked hard, and frequent- 
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pre World War I array of monarchs 


Princess and pony were photographed in the gar- 
the den of Juliana’s childhood home when she was six 


An only child, she was rather shy and withdrawn. 





ly represented her mother at official gatherings- 
dressed in a severely tailored dark suit, with straight 
hair and unrouged lips, the very picture of a young 
woman who was not preoccupied with her appearance 
and who had been trained not to worry about her own 
happiness. She lived alone in a gray mansion in The 
Hague, a few blocks from her mother’s palace. In the 
vears that followed, a silence fell over the lives of those 


two lonely women. 
Princess meets Prince 


But royal life abruptly changed color when Juliana 
surprised everybody by falling in love. On a skiing 
trip she met Prince Bernhard of Lippe-Biesterfeld, 
who, although the penniless sales representative of a 
German firm in Paris, was also the scion of an old west 

and Protestant—German princely family and thus 
eligible to be Juliana’s husband. Twenty-five, tall, with 
dark hair combed back and a suave appearance, Bern- 
hard looked like the intellectual version of a young 
German film star. Despite the fact that Germany was 
not a popular nation in 1936 when they met, the news 
of her engagement was favorably received. “We have 
come to an understanding, and very much so,” Juliana 
said with a moving warmth in her voice when she pre- 
sented her fiancé over the radio. And when the couple 
made their entrance into The Hague the next day, not 
in an official car but in Bernhard’s old Ford convertible 
the people were completely won over and cheered 
wildly 

Holland celebrated the wedding, on January 7, 1937, 
with a gayety almost unprecedented in sober northern 
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Royal publicity shot shows Juliana taking deter- 
mined aim at billiard ball during wartime visit to the 
Seamen’s Home in Northport, Massachusetts, in 1944. 


latitudes. The prince and princess went on their honey- 
moon, and when they came back they moved into the 
Soestdijk Palace near Amsterdam—a seventeenth-cen 
tury mansion which had been restored for them as a 
wedding present from the nation. Wilhelmina liked her 
son-in-law, and Bernhard gave the Dutch court a face- 
lifting. Lipstick became acceptable for the ladies-in- 
waiting, and cocktails, formerly frowned upon, found 
their way in. For a few months Juliana transformed 
herself into a glamor girl. She went on a strict diet 
and began wearing tight-fitting dresses, mildly scandal 
izing the good ladies of her mother’s entourage. But the 
next year Beatrix, heiress-presumptive to the throne 
was born, and her birth put an end to Juliana’s fling 


at worldly sophistication. 


A heritage of ruin 


How different Holland looked ten years later, when 
Juliana became Queen on September 6, 1948! Total 
war, followed by five vears of no less total German oc 
cupation, had left the country in a state of material and 
economic desolation from which it had only partially 
recovered. One-tenth of the arable land was flooded 
half the merchant marine had been sunk by U-boats 
In Zurich and New York, Dutch money could be 
bought for a song. 

The coronation ceremony in Holland is a civil one. 
No Dutch king or queen—servant of the people 
has ever worn a crown. Juliana’s words struck the 
yvight note for the occasion: “I have been called to a 
task so heavy,” she said, “that no one who has the 


least notion of it would desire it, yet at the same time 
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Royal home is Soestdijk Palace, forty miles from The Hague 


Juliana spends most of her time, living in informal 


comfort with her four daughters and husband Prince Bernhard 


Princess and Queen, roles reversed, face each other 
as Juliana confers Holland’s highest military order on her 


mother, now officially “Princess of the Netherlands.” 
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QUEEN JULIANA OF HOLLAND continued 


Inspecting flood damage, Juliana walks in her old eve: 
coat, boots and kerchief along a broken, sandbagged dike on 
Texel Island. She 


spent days encouraging flood victims. 


so splendid that I can only say: who am I that I may 
do this?” 

The first major act of the new Queen was possibly 
the most difficult one for her and for her country. On 
December 27, 1949, she had to proclaim the end of 
Dutch rule over the East Indies. It was a solemn day 
in Netherlands history; many thought it a fatal one. 
Believing that Holland had been betrayed by the 
United Nations and the United States, they prophesied 
doom for the mother country without the island pos- 
sessions which helped it to prosper. There is little doubt 
that Juliana herself did not share the government's 
view that the act was necessary and unavoidable, but 
as a constitutional monarch she had not participated 
in the decision; she had only to be its voice. 

Her entrance into the hall of the Royal Palace in 
Amsterdam on that mild winter day was touching and 
strangely impressive. On her left side was Willem 
Drees, the Dutch Premier; on her right Mohammed 
Hatta, Vice President of the new Republic of Indo- 
nesia. Juliana, a head taller than both of them, strode 
to her seat with a dignified and statesmanlike mien. 
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She spoke gravely. The hesitant, unstilted, and unof- 
ficial style of her address showed that as usual the 
words were her own. 

She declared that although independence was a 
holy right for all peoples, some considered this trans- 
fer premature. Yet it was here, and the great task 
ahead was to make a vigorous start on the new basis. 
“We have now taken our places side by side,” Juliana 
said, “however much we may be bruised and hurt, 
carrying scars of rancor and regret.” 

After the signing of the document the three left the 
hall. There was a light smile on the face of Vice Presi- 
dent Hatta. He had waited half a lifetime for this day. 
On the square outside, for the first time in history, the 
song of the Indonesian rebels, now their national an- 
them, was heard in Amsterdam. 

The ceremony which made Indonesia an independ- 
ent republic—sober, a bit grim, and with a strong moral 
tone—was to set the style for most of the things the new 
Queen would do in the first five years of her reign. No 
one knew how Holland, without the East Indian col- 
onies, would ever pay her way. The statistics for form- 
er days showed how vital Indonesia had been: Dutch 
investments there totaled 2.5 billion prewar dollars at 
the end of 1938—one-sixth of the Netherlands’ total 
wealth. 

The government set about planning a new future. 
Industrialization was rapidly stepped up to provide 
fresh scope for development, but the master plan was 
to keep wages and prices down in anticipation of a 
postwar dip. As it turned out, no such decline ma- 
terialized. In June of that year the Korean War began. 
Dutch military expenditures under Nato soared to one- 
third of the budget. The prices of imports skyrocketed. 
The tedious austerity of the postwar years seemed to 
have been in vain. 

That period was the postwar low in Holland's eco- 
nomic life. By the end of 1951 things began to pick up. 
Industrial expansion started to pay off, and the neigh- 
boring countries, especially West Germany, once again 
became Holland’s best customers. In January 1952 
Holland’s position in Western Europe changed with 
a bang, from debtor to creditor. In December the Neth- 
erlands announced it could dispense with US aid. 


The oldest enemy 


Four weeks later the floods hit. Storm warnings had 
gone out on the morning of January 31, 1953. By night- 
fall a gale blowing down from the northwest had 
reached a force of 100 miles an hour. The full moon 
had just begun to wane; it was the time of the spring 
tides. By midnight thirty-five ships along the coast had 
sent out distress signals. Houses facing the sea were 
blown in. Then the dikes gave way. 

The onslaught of the sea came so suddenly and at so 
many places that it was a long time before the full 
extent of the disaster was realized. The work of rescue 
and counter-attack began immediately; Juliana was in 
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the forefront. She arrived in the stricken provinces on 
the first day, traveling by boat, plane and helicopter 
in boots, an old coat, a kerchief around her head. Wil 
helmina came out of her absolute seclusion to visit th 
evacuated. Bernhard immediately returned from the 
US. Obviously their presence did not make any ma 
terial difference, but people found comfort in it. 
The floods took the lives of 2000 people; the ma 


terial damage was put at $200 million. Six per cent of 


| 
Holland’s cultivated land had to be reclaimed; 50,000 
head ot cattle were drowned The loss on last year s 
crop was close to 10 per cent. Would a disaster of this 
magnitude, on the heels of so many others, shake th 
courage of the people? 

But the sea, unlike the Nazis, is a respected enemy 
in Holland, and the Dutch met the setback with char 
acteristic courage Today a year later, the last fap 
in the dikes has been closed and 90 per cent of the 
inundated land has been pumped dry. A project for 


} 


multi-billion-dollar dike aimed at completely sealin 


off Zeeland’s waterways north of the entrance to Ant 


werp is being studied. Despite the magnitude of th 
disaster, Holland’s economy is still sound and _ the 
government is confident that the situation can bi 
handled by orthodox economic measures 

Now, in a time of smoother sailing, Juliana again 
occupies a more formal and less dramatic place in the 
national life. On a typical day at Soestdijk, forty miles 
from The Hague, she is at her desk early in the morn 


ing. It is cluttered with documents and letters to sign 


Teatime at Soestdijk is hour when Juliana sits down wit! 
her family at end of working day. Beatrix, the heiress 


x 
%, 


Go 
. 


Pa a 


ind reports to study. Family portraits face her; there 
ire ashtrays (Juliana is a moderate smoker), a lamp 
vith a parchment shade, and various knick-knacks 
On her left is the te lephone (just one ind a stack of 


. . 1 1 1 
directories In whicn she looks up het Owl ! mb« rs 


A multitude of girls 


At four, it poss ble, her private lif begins with tea 
in the company of her husband and the four princesses 


Margriet, and Marvk 


sixteen, fifteen, eleven, and seven. Margriet was born 


Beatrix, Irene ré spectively 
n Canada during the war. So that she would not auto 
natically become a Canadian, the government in Ot 


7 J i] | 
iwa decreed Juliana’s hospit il suite Netherlands ter 


; 


ritorv for the 


» bathe and dress the two younger children and makes 


yecasion. Juliana still insists on helping 


point of being at home when the older ones return 
trom school 
Juliana is said to feel that she may have disappointed 
r nation by failing to bear a son. It is more than 


xty vears since Holland’s last King, Willem III. died 
n 1890 and ten-year-old Wilhelmina became Queen. 


But the kind of affection Juliana bears her daughters 
vas revealed touchingly in a radio speech she made to 


the people of ¢ inada ifter ne! rival In 1940 | hope 


you will be kind to them,” she said of her two children 
l am their mother I think they are verv sweet 
i} ldren they smil quite isily Pl iSé rive them 


Continued on page 70 


resumptive, is now 16; Irene (standing) is 15: Margriet 
beside her mother, is 11. Maryke, now 7. is the youne 



















































Federal officials find contraband diamonds in hollou 


soles of shoes belonging to Eta Hoffmann 
Yi pte d u he n he land d at Neu York's Idle u ild airport. 
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right), inter- 


1 , 
other only 


i by their first names. 
Many are innocent of dee p omplic ity 


They may be tourists who figured that 


taking a package through the customs 


ryt 


] 
» England was an easy way to make 


hundred bucks OI small time pro 


fessionals with only the haziest no- 


n of what they are carrying. Ot 
se, they may be bigger fish: last 
November the police stopped Seno! 
Eduardo de Arteaga, ex-Minister of 
Uruguay to Belgium, and relieved him 
f the $60,000 worth of smuggled 
gems he had on his person 

Faced by the disquieting growth of 
the traffic in precious stones since the 
nd of World War II, the police ot 
several nations turned to Interpol the 
International Police with headquarters 

Brussels, for aid in launching a 


worldwide investicatior 
WOTrDIUIW ite LVeSt Al l 


Back-track to Africa 
Interpol has found that the story 


. ict be 
isually begins in Blomfon 


ther African diamond-mine town. De 


yite the nost elaborate precautions 
vorkers still find ways—particularlv in 
the smaller mines—of circumventing 
t ntrols ind let { levices to 
S ggle the diamonds out. Agents of 
yndicate spot a likely candidat 
proposition “Just 

bi 1e a few diamonds every Satur 


Britain's master spy-hunter 


declares his own war on the 


DIAMOND- 
STUDDED 
UNDERGROUND 


day,” an agent may say, “and I'll pay 
you five times your wages every week 
#f the year.” 

It’s a risky business (diamond smug- 
gling is the only crime besides murder 
which is punishable by death in South 
Africa) but a miner's pay is notoriously 
low—around $40 per month—and the 
inducement is great. There is always 
someone who will take a chance, and 
so the diamonds start on the first leg 
of their devious journey. 

Most of the stones are shipped in- 
itially to Accra, the capital of the 
Gold Coast and center of the illegal 
diamond traffic in Africa. Here the 
stones are sorted according to size, 
color, shape, and transparency. Just as 
in the industry itself, impure crystals 
and fragments are set aside as “bort,” 
to be used in the faceting and polish- 
ing of good stones. Only the best dia- 
monds are picked for shipping to the 
major cutting centers. 

The most important of the several 
headquarters for cutting and market- 
ing the gems is Antwerp. Here, where 
the masters of the delicate art of dia- 
mond-cutting have practiced their 
craft for centuries, illegal trade in 
precious stones grew up after the wat 
int a vast organization, centering 


iround the Rue du Pelican, t 


1 
he street 


of the diamond dealers. The man who 
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took the infant smuggling ring in hand 
after the war is known to the police 
only as “Américain”; for a long time 
the trail ended right here. 

It was pure accident that gave the 
authorities another lead. They had 
been unable to discover how the ring- 
leaders maintained contact with their 
partners abroad; monitoring of mail, 
telegraph offices, and the air waves 
turned up nothing. But one day a de- 
tective in London, working on a case 
which had nothing to do with dia- 
monds, checked up on an ad in the 
“Personal” column of a London news- 
paper. 

The ad read like the usual thing— 
“Peter, please contact me Claridge, 
Paris. Mother agrees. Important. Love. 
T.M.H.” But the man who had placed 
me ad was far from routine. He was 
under police surveillance as a sus- 
pected member of the Antwerp gang. 
Further investigation disclosed the in- 
tricate system which had been worked 
out to signal an agent’s arrival and de- 
parture. 

Other places besides Antwerp play 
a part in the ring’s operations. A small 
village north of Tel Aviv in Israel is 
an important cutting center; a number 
of European diamond cutters settled 
there after the war, and a few of them 
were persuaded to handle “hot” stones. 
Israel proved an exellent place to 
work from because of the constant flow 
of travelers to and from the US. Still 
another cutting center was located in 
a refugee camp at Idar-Oberstein in 
Germany. 


Gem-running by radar 


From Israel, most of the diamonds 
are smuggled to their final destination 
by plane or boat (the usual fee for a 
professional “passer” is $100 to $200 
for each diamond transported). But 
the Antwerp gang, grown leary of 
frontier controls and airports, have 
taken to old-fashioned methods with a 
modern twist: they use speedboats to 
drop their cargo by night at isolated 
points of the English Channel or North 
Sea coast; radar-equipped trucks spot 
the incoming craft and pick up the 
packages. 

lo transport uncut diamonds swift- 
ly and safely to subcontractors in Am- 
the 


organized a 


sterdam Antwerp cutters even 


carrier-pigeon service, 
which was discovered when some of 
rainstorm 
a farm. When the 


rounded up the weary 


the pigeons got lost in a 
and came down on 
farmer birds, 
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he was mightily astounded to find a 
two-carat diamond neatly fastened to 
each leg. 

A police informer who was recently 
invited to a display for prospective 
buyers in an obscure café in Antwerp 
got a good idea of the smugglers’ dar- 
ing: they were exhibiting the stones 
in brightly lit showcases. A subsequent 
raid on the place netted sixteen traf- 
fickers in all of 
had entered Belgium illegally. 
the hot 
Europe once they are cut and ready. 
About 12 per cent go to Asia and the 
Middle East, 8 per British 
Commonwealth and 10 per 


stolen gems, whom 


Few of stones remain in 


cent to 
nations, 
cent to Latin America. The rest are 
smuggled into the US and sold under 
the counter in the shadier exchanges 
in New York. America 


sorbs about 60 per cent of world dia 


W hic h how ab 


mond production, is by far the best 
market. 

Scotland Yard, one of the grimmest 
pursuers of the smuggling ring, be 
lieved it dealt the traffic a mortal blow 
last year. Detectives tracked down and 
arrested two British subjects of Polish 
birth, George First and Sidney Nor 
man, who were ringleaders of a transit 
system that had smuggled millions of 
dollars’ worth of diamonds from Eu 
rope to America during the past three 


years. They were the biggest game 


Source of hot diamonds are 


rican miners who smuggle roughs out 


of closely guarded mine c¢ mpounds 





the law has bagged to date, but even 
after they were behind bars, smug 
gling went on with scarcely a break. 

Early this year, therefore, the po 
lice of three continents opened a new 
phase in their long campaign against 
the international diamond gang. The 
US government, which since Novem- 
ber 1952 has had a standing offer to 
informers of 25 per cent of the total 
their 
help, asked European authorities to 
take the 


six Schuman Plan nations met in Bonn 


value of diamonds seized with 


similar steps. Delegates of 


last January to adopt a common plan 
of action 
Enter Sir Percy 


But the most spectacular step was 
taken in Africa. 


| the top man in the diamond 


Sir Ernest Oppen 
nemer 
chairman of 
msolidated Mines and Dia 
the 


producing industry and 


| 
De Beers (¢ 
mond Corporation, hired one of 
world Ss best and most experien¢ ed de- 
chief 


tectives as investigator for his 


company. He is no less a man than 
Sir Perey Sillitoe, until recently chief 
of M. I. 5, the British counter-intelli 
gence service 


Sir Percy began his career as a po 
in South Africa 


six vears ago and speaks half a dozen 


1 


lice lieutenant forty 


frican languages fluently. In Europe 
ind America he can count on the co 
operation of a virtual united front of 
police and customs authorities in the 
coordinated 


most carefully campaign 


vet launched against the elusive en 


emy. After spending two months in 


Africa, he is now investigating the 
smuggling network in Europe. Later 
he will come to the US to pursue his 


I 
inquiries here 


Somewhere in America, he thinks 
lurks his Mister Big, the 
arrest will break the back 
Where and when he 


one can sav. But Interpol 


man whose 
of the ring 


will find him rit 


the police 
knows 
about this complex and profitable un 
derworld empire than any other, be 


force which probably more 


lieves the final victorv is not too fai 
off. “Another year or so said an 
Interpol official recently, “may tell the 
story. We are 


ting ready for the 


slowly but steadily get 


] 
vl ind Siam 


“And will that be final?” he was 
isked 
“Wi hope SO neve! can 


tell. New sangs mav be rganized. As 
mv as di I 
friend, this story may never end. 


Roy GraHaM 
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PEKING’S INDUSTRIAL EMPIRE 
Forges and factories will follow Red China’s ex- 
panding railroad network, which reaches out 
toward new oil and iron sources in the west and 
eventual link-up with the Soviet system. China’s 
existing industry, largely built by the Japanese, is 
concentrated in Manchuria, but the Reds are 
planning a new and less vulnerable industrial 
complex (Lanchow-Paotow) in the interior, far 
from the Korean frontier. Focal points (re d type) 
in the industrial north include: 

Mukden: Jargest industrial center, now the 
site of China’s first automobile plant 

Harbin: next largest, quadrupled its output 
of electrical machine ry last year. 

Anshan: China’s steel center, reinforced in 
1953 by new rolling mill, seamless tube plant 

Lanchow: /iub of northwest railroad system, 
many diversified industries 

Paotow: blueprinted as the center of China’s 


new arms factories 


RAILROADS IN 1949 [RON Ee 
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The Future of 


RED 
CHINA 


By RON G. WHITEHEAD 
WORLD’s Hong K Correspondent 
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Honc Kone 
o sHutT out the US from Asia and take the leader- 
‘Lean of this vast continent, the rulers of Red 
China are working at top speed to build an impreg- 
nable position of international strength. Any and all 
means are enlisted for this supreme objective—Chinese 
arms for the Communist rebels in Indo-China, skillful 
maneuvers for US recognition at the Geneva confer- 
ence. But the Chinese Communists’ main effort—and 
also, ominously enough, the one least known in the 
West—is at home: namely, the massive mobilization of 
China’s four million square miles and 500 million peo- 
ple into a modern industrial state. If Peking’s planners 
can carry out their present blueprints for economic de- 
velopment, they may well make Mao Tse-tung or his 
successor the master of Asia—whatever the outcome at 
Geneva or in the jungles of Viet Nam. 
Contrary to the opinion widely held abroad, the 
Chinese Reds today are not primed for bigger and 
better military adventures in the Far East. It was fear 
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for their own security that caused them to intervene 
in Korea and aid the Indo-Chinese rebels. Chou En-lai, 
Red China’s Premier and Foreign Minister, wants 
weak Asian states, outside Western influence, on both 
his northern and southern frontiers. That is all. At 
present, and for a long time to come, Peking has plenty 
to do at home. 

For the past four years Mao and Chou have been 
busy establishing their rule over their vast country 
with its many different “nationalities” and cultures 
i firm control unknown since the time of Genghis 
Khan. Their goal is to turn this backward, sprawling 
land into an industrialized state on the Soviet pattern 

Old-guard Communists, such as General Chen Yi, 
have stated publicly they believe this may take thirty 
years. Mao himself wrote that the present transition 
phase of “New Democracy” would be relatively long: 

It cannot be completed in a day or two. We are not 


dreamers and we cannot divorce ourselves from re 


May 1954 


: ’ , 
ality.” Indeed, present trends indicate industrialization 


may come long before socialization. 

Commerce today is chaotic. It is handled by a be- 
vildering range of agents—great state companies, pri 
vate firms working on cost plus contracts unt state 
private businesses, handicraft « Operatives ind so on 
down to China's traditional army of private peddlers 
In order not to dislocate industry or commerce too s¢ 
riously. the Reds are easing private enterprise slowly 
down the scale of importance before eliminating it 


Mao’s main object. as laid down in the 1953 Fiv 


Year Plan. is to build “a mighty industry like Russia’s 
by slavishly following Soviet successes while avoidin 
Soviet mistakes. With an estimated 100,000 Russiat 
xperts showing the Chinese how, China should mak« 
wifter progress than her preceptor in the long uphil 


if 
ull to power. Under an agreement s 


ber, the USSR will he Ip Red China construct 141 ne 
1 } l cf ] plant 


harge-scale CCONOMMIC COMMPLEXx¢ ron and 
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RED CHINA continued 


metallurgical works, coal mines, oilfields and refineries, 
automobile factories, and power plants. 

In 1954, the secoi 
is on heavy industry 


uw of the Plan, the emphasis 
ud modernized defense plants, 
with an underpinning of expanded communications. 
Manchuria’s rich coal and iron deposits, which con- 
tributed much of prewar Japan's industrial strength, 
form the basis of China’s new heavy industry, but 
steel is being produced elsewhere to supply regional 
requirements. 

Money is now being poured into the great undevel- 
oped, mineral-rich northwest. There the Reds plan to 
turn Paotow into China’s Magnitogorsk, connecting it 
with the Yumen oilfields by a new 600-mile railroad 
and with the USSR by a new line across Outer Mon- 
golia—China’s third planned link with the Soviet rail 
system. Here the new defense plants will rise far from 
the coast, less open to attack than Manchuria. 

Training of personnel also has a high priority, with 
education slanted toward turning out technicians and 
scientists. Last year Peking spent $70 million on higher 
technical institutions. But for many years Russian ex- 
perience will have to provide the real know-how. 
all are sub- 


Light industrv, commerce, agriculture 


ordinated under the Plan to the task of producing 
profits to finance heavy industry. More money will 
come from internal forced 


$250 million flotation, fi 


“loans” like the current 
m capital levies, state enter- 
and taxation. The 


prises people are being prepared 


Red poste r shou § peasal t hy TING 


fire state to finance ne 


n his grain for sale to 


rising in ha keround 
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by propaganda for decades of “bitter struggle” during 
which Peking will export all consumer goods above 
China’s bare necessities to raise funds for the Plan. 

The $250. million “loan” doesn’t sound like big money 
but its labor purchasing power is great ia a country 
where industrial workers earn $10 a month—if they're 
lucky! Since farmers make about $6 a month, Peking 
has had trouble lately keeping peasants on the land; 
the young men are leaving to seek better pay in the 
cities. This migration has helped swell the industrial 
working population from a mere 2.5 million in 1948 to 
15 million, according to the 1952 census. 


For Asia: a flood of cheap goods 


Last fall the anti-Communist China Weekly esti- 
mated that Red China, “with her unlimited manpower 
and natural resources” backed by Russian aid, would 
be able to improve her trade relations with South Asian 
countries “including Indonesia, Ceylon, and Burma.” 
Then the Communists would flood all Southeast Asia 
with Chinese industrial products, using economic 
pressure to further their political influence—all at the 
expense of the Chinese proletariat. 

Since those prophetic words Peking has concluded 
a trade pact with Indonesia; another is in prospect 
with Burma. Significantly, Red China is already of- 
fering Indonesia the products of her new industries— 
such items as machine tools, agricultural machinery, 
bicycles, cigarettes, pharmaceuticals, all of which 
China never before exported. The main accent, how- 
ever, is on textile exports—cotton, silk, linen, ramie, and 
jute. Indonesia, withe her eighty million people, is 
Southeast Asia’s greatest market for cotton piece goods. 

Red China has already become self-sufficient in 
cotton fabrics, but is still rapidly expanding production. 
Last month, four major textile mills began to go up in 
Peking, Shihchiachuang, Chengchow, and Sian—each 
will have 100,000 spindles, double the number in the 
four mills built last vear in the same cotton cities. 

Made-in-China” machinery is being installed in the 
mills already completed, which will go into operation 
this summer. 

\sian trade experts expect a Chinese drive to take 
over the dominant position Japan has held in textile 
exports. China’s cheap labor, her new mills built on 
cotton-producing sites and utilizing state-supplied 
power and transportation, will inevitably make Chinese 
cottons cheaper than those offered by postwar Japan. 

Moreover, in Southeast Asia Japan is still hated and 
distrusted, while China has potential sales agents 
everywhere in the form of local Chinese merchants. 
Three 


virtually control the commerce of Thailand; they are 


million well-established Chinese immigrants 
i. formidable economic element in the great ports and 
cities of Malaya, Indo-China, and Indonesia. 

How do these people feel about Peking? Last year 


15,000 of their teen-age 


children through 


they sent 
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SHOULD WE RECOGNIZE RED CHIN A? 


The Communist advance in Indo- 
China, backed by Peking, has 
brought US policy to a decisive 
crossroads: Are we to meet this 
threat by force, as in Korea, or by 
negotiation—and, inevitably, com- 
promise—at Geneva? Should we add 
more pressure to our rigorous block- 
ade of Red China as an aggressor, 
or should we acknowledge that 
Red China is here to stay as a 
great power, one that must be con 
sulted on Asian questions? 

A responsible answer depends on 
the correct evaluation of Red 
China’s strength and_ intentions, 
now and in the future. In this ar 
ticle. WORLD’s Hong Kong cor 
respondent, Ron G. Whitehead, 
who has spent seventeen years in 
the Far East, contributes vital in 
formation to this great policy de- 


bate. Among the highlights: 

The Chinese people are being 

forced into the austere Soviet 
pattern of giving up consumer 
goods to speed industrialization. 

In 1953 China’s heavy indus 

try increased its output by 65% 

Over 600 different kinds of ma- 

chines were produced for the 
first time in China last year. 

China has already offered to 

trade Indonesia light mantfac 
tured goods for raw materials 

To Asian experts, Mr. Whitehead 
reports, this huge internal effort 
means that China is not bent on 
military adventures, but on gaining 
eventual domination of Asia by her 
economic strength 

The US is thus faced with two 
Red China 


new possibilities ] 


may be willing to end aid to the 
Indo-Chinese rebels, in return for 
Western recognition and trade; (2 
despite a political “retreat” in Indo- 
China, Red China may grow ever 
stronger industrially. This would 
call not only for strict military con- 
tainment, but large-scale economic 
competition by the United States 
throughout Asia 

Equal in importance to China’s 
economic future is her political sta 
bility. Can the Communists keep 
their grip on China, or would the 
right amount of pressure by the US 
restore this vast country to the 
free world? Believers in “liberation” 
draw great encouragement from the 
15.000 Chinese prisoners in Korea 
who refused to go home. On page 
28. one of these POWs tells his 
own story of life under Mao 





Hong Kong to study in mainland institutions, on liberal 
government scholarships. Only a few hundred went to 
Formosa. Chinese traders care little for politics—their 
eves are on business. 

To protect her ports and overseas trade, Peking is 
beginning to build a modern mercantile marine and 
navy. Last vear Chinese yards were launching small 
steamers, and fast Soviet-type torpedo boats: China 
does not lack for fine sailors: hundreds of thousands 
of Chinese live virtually their whole lives aboard he 
four million tons of junk shipping. 

Some observers believe that top Communist planners 
now hope that, with a strong industrial China in the 
Red orbit, they can outstrip the West industrially and 
in a generation or so, bring about their goal of a Com 
munist world by economic pressure. This explains Rus 
These ob- 
servers suspect, too, that Moscow is doing some heavy 
buying on Peking’s behalf to beat the embargo 


sias current “peace-and-trade offensive.” 


The snowball of reinvestment 


To date, Red China’s achievements under the Five 
Year Plan are not phenomenal. But targets for the first 
vear were met and production will snowball if this 
record can be maintained. According to the Ministry 
of Machine Building, heavy industrv exceeded its 1958 
goal by 17 per cent. Total output rose 65.1 per cent 
over 1952. Lathemakers 
prime-mover factories, electrical supplv plants were 
well over their targets. The Ministrv’s plants earned 


heavv-machinerv works 
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124.9 per cent of their estimated profit—half the amount 
invested by the state in 1953 in capital construction 
for the machinery industry 

China’s workshops have been starved tor machines 
for fifteen years, throughout the Japanese war, the civil 
war, and the Korean war. Demand is insatiable, so the 
state undoubtedly can rake in high profits from its new 
machinery for a long period. It is these profits, plus 
every cent that can be bled from the proletariat, which 
are being plowed back into industrialization 

Last year the Ministry built or renovated several 
the No. 1 Automobile Factory, No. ] 
Lathe Factory, and Heavy Machinery Factory. all at 


‘key factories” 


Mukden (Manchuria’s biggest industrial city): the 
Measuring and Cutting Tools Factory and Electric 
Machinery Works, both at Harbin in Manchuria; and 
the Wuchang shipbuilding yard near Hankow, 585 
miles up the Yangtze River. The automobile plant, with 
24 workshops completed and employing 3000 techni 
cians, will start turning out spare parts this fall 

The Ministry also boasted that it manufactured 600 
new kinds of machines last year: Soviet-model planers 
ind lathes, wobble drilling machines, hexagonal lathes 
roller crushers, short-barrel nodal grinders. mining 
windlasses, five-ton steam hammers, 6000-kilowatt hv- 
draulic generators, transformers. etc. This vear the 
Ministry plans to add another 600 new kinds of ma 
chines, including steam turbines 

Manchuria’s second largest industrial center, Harbin 
counted 65 per cent more industrial workers last vear 
than in 1952; total population has grown from 750,000 
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RED CHINA continued 


in 1946 to 1,200,000. Last vear, out of a million square 
vards of new construction, 90 per cent was to house 
heavy industry—more than Harbin’s total building for 
all purposes ove! the previous three years. The city 
claimed to have produced nine times as many electric 
generators and four times as many motors as in 1952. 
The sixtv million tons of coal Red China mined 


last vear is small by Western standards, and this vear 


only a 13 per cent rise is expected, mainly from existing 
pits in the north like Fushun and Kailan, But during 
the year the Fuel Ministry will “survey and sample’ 
over a billion tons of uw leveloped leposits which geo 
logical prospecting teams hav ilready located. Real 


modernization of China’s coal mines awaits the import 


f more Soviet machinery, but many existing and pro 

jected mines are pel it Here, ordinary earth 
ol tlike 1 

moving equipment and Chinas own antlike manpowe! 


vill enable the government to keep pace with present 


1 ; : ; 
requirements Indeed il is bei ig exported 


State powel plants hoosted electricity output by 
tbout 20 per cent last year and expect a 17.2 per cent 


rise this year with the completion of ten big new powe1 


stations, both steam and hydro-turbine. It was not 
until mid-1953 that work switched from rehabilitation 


f existing plants to new construction. Regarded as the 


major achievement was China’s first high-tension cross 


count line, carrying 200,000 volts 225 miles across 
Manchuria 

China's oil uutput is secret but, significantly, motor 
transport, which the Communists ordered to run only 
mn charcoal gas right after they came to power, has 
mg been back on gasoline. From its noxious-smelling 
<haust. this is believed to be locally refined crude oil 
The Fuel Ministry's 1954 program calls for 20 mort 
produce wells. over 50 pe nt more peti yleum, crude 
vil, gasoline ind keros« nd 27.5 per cent morte 
diesel oil. 
In four years: “ten Panama Canals” 

In il] the hove re] t the ( mmunists secretive 
practice of using percentages prevents oul learning 
the actual pr duction figures. But, in the light of other 


specific achievements. it would be a serious mistake 


to minimize th trial progress 

The Red su ss oW 1 has most impressed inti- 
Communist bservel i liar with China is flood 
ontrol. In t ! t t silt-laden 1 s which 
have ra 1 t] nt t Communists mobilized 
enough Chinese manp r to shift 3,485 million cubis 
vards of irth, t | lent, as thev boasted, “of ten 
Pana Canals ! t ( nal took ten vears to build 
In irr ting 6 m res in area greater 
t Belgium t 2 | cubie vards 
f stonework and 820 1 lion b vards of concrete 

Labors on such t ve a rtain resonance 
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gest that it may be unwise to disregard Red China’s 
‘mighty industry” as mere wishful thinking or some- 
thing belonging to the remote future. 

Peking’s planned progress, however, is faced with 
enormous obstacles. First, there are nowhere near 
enough people in the managerial cadres competent to 
carry out Peking’s carefully worded directives, people 
who understand what the government is really driving 
it. Only one out of every hundred Chinese is a Party 
member, and many of these—from the Communist 
standpoint—trained, reliable people are in the armed 
services or behind government desks. Even with the 
present intensive education and indoctrination, it will 
take years to remedy this lack of “operatives.” Conse- 
quently, deviations from the Party line are wholesale, 
resulting in such errors as “commandism,” “blind plan- 
ning,” and “adventurist advance.” 

There is nationwide weakness in the management of 
state-owned industry and commerce, particularly in 
coordinated planning and cost accounting. This is not 
surprising, since most Chinese with previous business 
experience and know-how have been reduced to ped- 
dling or day-laboring for a living—that is, if they were 
lucky enough to escape imprisonment for capitalist 

crimes.” 

\long with the new Marxist sins, there is a good 
deal of plain, old-fashioned skulduggery. The light of 
the Red star has not penetrated a lot of old Chinese 
“ways that are dark.” One enterprising merchant 


learned that a state factory was in critical need of 
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/ rowed tools. Above. a Soviet milling ma 
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Hungarian welding rods. So he bought up a few tons 
of surplus from another government plant a few miles 
away and resold it to the first concern at a handsome 
profit—nearly $2000, which is a sizable sum in a coun- 
try where workers get $10 a month. 

Tientsin rubber factories were recently blasted for 
making shoddy canvas shoes for the Army's “Korean 
Volunteers.” Inferior soles “became gluelike” and stuck 
fast to the ground when the People’s heroes wanted to 
pursue fleeing imperialists. The management, both 
state and private, had not only switched specifications 
to line their own pockets, but had substituted inferior 
raw materials for those the Army had provided. Ex 
ample after example of this kind of sharp practice can 
be culled from the indignant Chinese press. 


How willing are the workers? 


Peking also complains that many workers do not 
seem to realize that they are “the masters of the state.’ 
They obstinately persist in the “old bourgeois view 
of a trade union as a weapon with which to extort 
more money for shorter hours.” At the National Trad: 
Union Congress last year, the government took pains 
to explain that the socialist trade union’s aim is to 
inspire its members to work longer hours for less 
money—‘to fulfill the glorious national task.” Such 
Communist logic is still way over the head of the 
Chinese artisan. 


It will be years, perhaps a generation or two, before 


Peking can implant such an abstract idea as national 
patriotism in China’s struggling masses. For centuries 
their one thought has been to achieve personal and 
family security in the human maelstrom by fair means 
or foul. The proletariat’s thinking has seldom been 
more long-term than pondering where tomorrow's 
meals were coming from, and a Five Year Plan means 
little to them. 

Industrialization must be underpinned by a grow 
ing food supply—a relationship Stalin’s successors hav: 
finally been forced to acknowledge in Russia. Mao is 
currently trying to impose the Soviet pattern of collec 
tive, mechanized farms on Chinese agriculture; some 
observers wonder if he can avoid the unrest and dis 
astrous shortages which these _ tactics produced in) 
the USSR. 

Peking’s aims are high: in 1964, it expects an annual 
harvest of 300 million tons of grain, compared with the 
1953 yield of 160 million. This will depend on the rate 
at which China’s new heavy industry can supply farm 
mac hinery and the progress ot collectiviz ition. 

By last year, 43 per cent of China’s peasants had 
been organized into 10 million “mutual aid” teams and 
15,000 “agricultural producers’ cooperatives’—the tw 
preliminary stages before actual collectives. In 1954 
Peking plans to organize 40,000 more cooperatives 
ind set up more pilot collective farms. The “liberated 


peasants, however, do not like merging their newly 


icquired plots of land into “mutual aid” teams and 


Continued on page 70 














must be opened up by railroad-building 


[FRANSPORT: a primitive hinterland 
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gangs, here crawling toward Sinkiang 


) must be trained, like these geol ts pros 
e ® pecting for new leposits in the west 
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CONFESSIONS OF A CHINESE COMMUNIST: 


“T Tasted the Darkness” 


HONG KONG 


7. HwaNG-kuN was captured by UN 
troops the morning of Novembe1 
10, 1952, in a snow-filled shell hole 
on the central Korean front. Twelve 


davs before he had been hit in the 


back and legs by shell 


fragments, 
crippling him. His wounds had fest 
ered after his fellow Chines« People’s 
Volunteers had abandoned him along 
with the position they had been de 
fending. He had gone without water 
until the winter's first snow, nine days 
after he was wounded. But he had 
not thought of surrender until the 
moment when, maddened by pain, 


ily dec ided 


to shout for someone to either kill him 


hunger, and cold, he sudder 


y pick him up He did not really care 
which: he expected the UN troops to 
| 


shoot him. 


In the prisoner of war amp in 
Korea where I interviewed him, Li 
felt no need to ipologize for what he 


had believed the morning he 


dered He had been with the { hine sé 


surren 


Communists, he explained since they 
took his 


Ch’uchou County of Honan Prov 


home village Tunghwang 


ince in 1946. He was twenty vears old 
then and in his last vear of high school 
which the Chinese call middle school 


The Reds took his village in March 


f 1946 and immediately started re 


cruiting soldiers. One sure wav to 
escape the army was to enter a Com 
nunist Party school. So, Li transferred 
to the Partv’s newly established Tai 
Hsing Eighth Middle School. His par 
ents urged the move because they did 


, . 
yt want their only son to be a soldier 
, 


Che Communists were not hostile then 


even though Lis parents owned 


enough land to keep him in school 


In 1949, however, after he had gone 

iway with the army, his parents’ land 

vas ynhiscate | neve learned 
\ it } ul pe ed t the n 

Life at the Tai Hsing } hth Middl 
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By ROBERT BURTON 


Chinese opera. The students also de- 


lighted in dancing the gracefully 
rhythmic yang ko, a stylized version 
of an old peasant sowing dance. Li 
said that the singing and dancing 
opened up for him a wonderful new 
emotional world in the China he 
wanted to serve. 

The school devoted more time to 
intense discussion of communism’s role 
in China and its inevitable triumph in 
the rest of the world. Such discus- 
sions were led by Party members who 
made no attempt at a free exchange 
of ideas. The students all knew that 
the leader held the correct conclusion 


in his mind before the discussion even 





“I will not go back.” 


began; they were to arrive at the same 


unswer by correctly applying Marxist 
reasoning. They did not search for a 
conclusion; they searched for the con- 
clusion. This approach they seem to 
have accepted with few reservations. 
students 


because Chines« 


} 


lave great respect for their teachers. 


I 


When the Communists abandoned 


Lis village to growing Nationalist 
yressure in July, 1946, they took Li 
ind his classmates t Lingchwan in 


Shansi Provinces 1 securely Com 


} 


munist area several hundred miles to 


the northwest. School routine here was 
the same, with the stress st®] on 
thought molding. In those days, Li 
said, the Party was not satisfied with 
mere lip service to its doctrine and 
worked tirelessly for honest belief. But 
with success the Party grew to vast 
proportions and the cadres became 
increasingly cynical, until today, ac- 
cording to Li, little sincerity remains 
in the staggering effort to mold the 
thoughts of 450 million Chinese. 

In March of 1947 Li’s class gradu- 
ated directly into the army where their 
training entitled them to the rank of 
officer at the platoon level. In October, 
he was accepted as a candidate Party 
member. Party membership was an 
absolute prerequisite for advancement 
in Red China’s incredibly large civil 
and military bureaucracy, of which 
Li was now a part. 

In 1949 he became a supervisor in 
the 15th Army’s Cultural Corps, re- 
indoc- 


sponsible for the continual 


trination of a company during the 
mopping-up operations against the Na- 
tionalists in South China. By day, Li 
ind his comrades marched or fought; 
at night, before dealing with masses 
of paper work, Li had to supervise the 
inevitable discussion meeting. 
During the campaign he somehow 
lost the equivalent of $5 from the 
company’s food fund. This was re- 
offense; 


garded as a very serious 


though Li reported the loss himself, 
he was not allowed to replace the 
It was an accident caused, Li 


overwork. But in the 


money 
believed, by 
Communist world no accidents are per- 
mitted—someone had to be punished. 
Li fully agreed. 

As punishment he was sent to a 
“school” for off- 


cers whose thoughts needed a bit of 


special I5th Army 


burnishing. For three months Li re- 
viewed basic Marxist principles. His 
sincerity was tested by his readiness 
to accept criticism and confess his 
failings at daily discussion meetings. 

Feeling a better Party member for 


this refresher, Li was sent in Feb- 
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“You are corrupt... 


ruary of 1950 to the 4th Army Group’s 
headquarters in Yunnan, China’s trop- 
ical far southwest. Here the disarmed 
soldiers of the colorful old warlord Lu 
Han were being reorganized into the 
Chinese Communist 14th Army. Li 
was to help with their political indoc- 
trination; by then he had undergone 
enough indoctrination himself to be a 
real While 


enormous shipments of Yunnan tin 


authority. there he saw 
being sent by the inner-Asian route te 
Soviet Russia. 

In the summer of 1950 he returned 
to his old outfit, the 15th Army, now 
on garrison duty in the West, in 
Szechwan. The Korean War was well 


under way and the newspapers over 
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you stole the Party’s money spent it 
Howed with accounts of North Korea 
victories. Li remembered suspecting 
that something had gone wrong when 
his superiors began to harp on national 
defense, not very much to the point if 
the North Koreans were as triumphant 
as they were reported to be. 

At the same time, Li became un- 
easy about the bright-eyed university 
voungsters flooding into the Party. 
They rose faster than their more ex 
perienced “old brothers” because they 
had_ better Most 
“old brothers” writhed at 


academic. training. 


{ 


he idea 


+ 
t 
taking orders from them. Li grew t 
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mn prostitute Pee 


hate them: he believed they were 
destroving the Party. 
In secret Party meetings Li finally 


ly for a 


learned that plans were rea 
Korea. Even among Party 
of Li’s rank the Korean ad- 
as purely 
195] 
' 


arrived in Shanghai 


march inte 
Irie mbers 
presented 


venture was 


voluntary. But in March itter 
the 15th Army had 
on the way to Manchuria, th 
were told that Korea 
tination. No one was 
teer; the entire 15th Army was s mply 
red to Korea 
En route Li 


W “19 V1 
sts call l 


troops 


the oY 


was l 


1 + 


isked to \ 


saw what the Commu 
erated reas —regiol 
hat had been ler Red control for 
years. In the rest of Chir 


several 
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these areas were described as a 
Utopia. But Li found the p ople eat 
ing rice husks instead of rice. He also 
saw trainloads of Chinese grain going 


north. Railroad workers told him the 
| ] 

grain was being shipped to Siberia 

ind he remembers being a little wor 


] 


ried over the export ot tood 


Russia 
when Chinese peasants were eating 


rice husks. 


In Antung, the city on the Yalu 
River through whi m Chinese 
troops have een funnel t Korea 
he 15th Army was ordered to destroy 
ill identification linking t to the 
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I Tasted the Darkness continued 


for rest, reinforcing, and intensive re- 
indoctrination. Li was furiously busy 
with the latter when the Three Anti 
Movement hit his outfit. 

This movement was already sweep- 
ing China, driving hundreds of peo- 
ple to suicide and terrorizing the rest. 
It was a movement against three vices: 
waste, corruption, and bureaucracy. 

Among the Chinese People’s Volun 
teers the campaign followed essential 
ly the same course as in China. Fol 


} 


lowing basic tactics prescribed by 


Peking, “Tiger Hunts” were organized 


to roun I 
ind uy 


meetings of the troops told in ad 


vance what verdict was expected of 


) suspects Then, at mass 


‘ 


them—the fat 
le ( ided 


of the “Tigers” was 


A People’s Tiger 
s 
Li Hwang-kun was caught in the 
hunt. His losing the sum of $5 in 1949 
I which he had ilready been pun 
hed, was resurrected as ai exampl 
ff corruption He was also charged 
with wastefulness in administering the 
battalion’s Party Workers’ Family R« 
lief Fund. 
Li swore the « rumped 
p. The bright young men who joined 
ie Party after 1948 were eager to 
igthen their own hand by makin 
example of him. If 


n “old brother” like Li, it would be 





easier to keep all Party workers under 
firmer contol—as Li put it, they could 
“frighten the snake by beating the 
grass.” 

At a mass meeting, the battalion 
political supervisor taunted him with 
charges that he had spent the lost 
money on women. Li’s puritanical 
streak, which runs through many 
Chinese Communists, was deeply of 
fended. He regarded the accusation as 
an insult to his entire family. While 
telling me his story, he repeated sev 


] 


eral times, as though still outraged, 


“My family has never done such 
things.” 

In Red China, a publicly accused 
person is expected to confess all and 
beg forgiveness. Had Li confessed his 
“errors” he might have got off with 
a few months of intensive thought re 
m. Instead, before the assembled 
thousands of troops, he protested his 
innocence and insisted that the Party, 
in the person of the battalion political 
supervisor, was wrong, This only in 
creased the hysterical vehemence of 
his accuse! 

When Li fully realized the hopeless 

} 


ness of his position, when, in his words 


he “tasted for the first time the dark 
ness of the Party,” his whole world 
shriveled into nothing. Since 1947 he 
had literally lived for the Party and 
when it turned viciously against him 


his life dissolved. Even the comfort of 


vife and children was denied him 
for he had been too mon ypolized bi 
Party work to marry. 


So, Li Hwang-kun tried to kill him 


self. But before he could pull the trig 

re Iver comrades mn the 
meeting platform wrenched it from 
im. His action was interpreted as 


| 
evidence of uilt. Li was ex 
lled from the Party stripped of his 
ink, and sentenced to three month 
hard labor 
months he spent in 
Li kept repeating 
imself what he had first realized 
the meeting. “The Communist 


Party does not want someone like me 


Even someone like me the Communist 
Part loes not want.” When he was 
leased, as a Chinese buck private, I 


: I 
ked to be sent to the front, where h 


ned to be killed. 

The Chinese were. still pushing 
yegedly into the massed firepower of 
the UN forces. Li was made a squad 
ider simply because all other pos 
ble candidates had been killed in the 


seesaw struggle for the hilltops. Three 
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days later, on October 30, 1952, UN 
forces took a hill overlooking the 
Chinese line and set up an artillery 
barrage. 

Li was wounded when two shells 
exploded within a few feet of him. 
His surviving comrades dragged him 
to a nearby trench and assured him 
that the deputy commander had gone 
back to send a litter for him. Then they 
too retreated. Li lay for three days 
waiting for the litter. 


The Old Brother 


Then another company of the 133rd 
Battalion moved up to his hill. All its 
men were replacements, newcomers 
to the army, so far as Li could tell, ex- 
cept for one old Party member who led 
a squad. In Chinese, “old” is a term 
of affection, and Li used the term 
liberally in talking of this man. They 
seemed to share an unspoken disillu 
sionment with the Party. 

The old squad leader had been 
wounded, but not seriously enough to 
go to the rear for treatment. He had 
orders to fight to the last man. He 
knew that he would die and faced the 
fact with weary resignation. He offered 
Li three “battle ration” biscuits—com- 
] 


pressed, 
a 
higher 


iffairs, but with a 
than the 


normal starchy diet of rice or noodles. 


tasteless 
nutrition content 


Li was ravenous, he had not eaten 


for five davs. But he was even more 
consumed by thirst, and there was no 


water. The first biscuit he ate made 


him even thirstier, so he drank a bowl 
of his own urine. The old squad lead- 
er told him to eat another biscuit, drink 
then | start 


some urine, and 


more 
crawling to the rear. 

But, in Li’s words, “I had no more 
urine in me. So, I told him, ‘If we are 
true brothers, and if you want to really 
help me, give me a bowl of your 
urine.’ ” The “old brother,” as the kind- 
est thing he could do for his dying 
friend, obliged. Then Li fastened on 
his padded cotton overcoat with two 


? 


ither belts and began to crawl. 


After crawling and resting, crawling 
ind resting, for three days he lost all 
When he 
hring in front of him, he dimly realized 
that he was behind the UN lines. 

Night was falling. Then it began to 
snow. He slid into a shell hole, sh iking 
violently from the cold, and licked the 
snow to slake his thirst. “I had water 
then, but no biscuits. No nothing.” 


When the sun rose, he saw South 


sense of direction. heard 


Korean soldiers on the hill above him. 
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But he firmly believed that to fall into 
UN hands meant torture and death. 
So he lay hidden in his hole for three 
more days. Shortly after dawn on 
November 10, 1952, he decided that 
death would be better than his suf- 
fering. He yelled at the sentries. 

The sentries heard his weak shout, 
and three climbed down to investigate. 
When they saw the pitiful bundle of 
bloody padded cotton, half covered 
with snow in the shell hole, they low- 
ered their rifles. After giving him a 
canteen and cautioning him to drink 
sparingly because of his wounds, they 
picked him up and carried him to 


I 


their command post 
Li thought they were just softening 
him up for the torture to come. Even 


when they forded a stream, holding 


him above it while they themselves 
got soaked by the ice-covered water, 
he refused to believe he was in safe 
hands. But, as we talked in the POW 
camp looking back with the in- 


credulity of a reprieved man, he re- 


peated several times that they treated 
him “like brothers.” At ROK head- 


quarters a nurse dressed 


his wounds. 
Then he was sent by jeep to the UN 
hospital in Seoul. 

The hospit |, staffed by 


! 
received casualties of 


Ameri 

ill nationalities 
When Li found himself in a w urd with 
UN soldiers, for the first time he began 


to hope that he might be well treated. 
He had little hope yf living becaust 


} +} 


nothing in his experience with the 


Chinese Reds had encouraged him to 
believe that modern medicine could 
} 


Save the Life rf someone aS Serious 


W vunded as ne, 


Rubber Candy 


“7 passed wut after they examined 
me, he recalled. “When I came to, I 
was in a bed. Everything on my bod 


was clean. I had been changed it 


new clothes [ pajamas] We prisoners 


I 
} ] 
wore the same clothes as the UN 


soldiers. We all got many vitamir 
pills ind many shots { penicillin 
The d ctors ic nurses . 


foreigners | Caucasians 


W hen I 


very thirsty they told me, “You should 


drink less.’ And they gave me s 


rubber candy. [chewing gum | 


told me I must not swallow it ust 
chew it. Chewing it quench 


thirst.” 


Li spent eight days at the S 
hospit il where UN doctors remove 
shrapnel from his horribly infecte 
wounds—all but the wound in his head 
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“See, Comrade—rice husks 


He was too weak to survive 1 brain 
| Seoul he was sent by 
hospital train to the large POW hos- 


pital in Pusan. Within three months 


yperation. From 


t 


the doctor decided he was sui g 
enough to stand the delicate surgery 
TY his DI n The VY remove | l prece f 
shell ising le uy I 1 ting l id 
fee] g like Vv ene et it 1] re it 


I talked to Li in the POW camp to 
ie | id been sent upon is¢ ir? 

from the hospital. He had already told 
L 

1 


UN interviewers that he would for 


ibly resist going back to Red China. 
As his first reason, understan b] 
he te | his Ider ig | I I t ‘ 
cause fe ] | ce served so selflessly 
His whole body tightened with bitter 
intensity when he sp ke of “the Party 
But he had other reasons for ref g 
t eturn to Red China. H ecalled 
the Id lady vh » | ved S Idier n 
ut was ot tree t r\ id the peas 
ints 10 ate rice husks 
In rhetorical Chinese sty] ked 
‘ peasants lived near starvation 
ch, la where the Id f to 
morrow is supposed t 
rl e answ ; 
; | + Id t " 
elieved ; f Ru 
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Hiow are we doing abroad 4 
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The two great politic al events of the 
month—the hydroge n bomb tests and 
Secretary of State Dulles’ demand for 


“united made 


action” 
Washington the 
tant 


corners of the 


once 


u orld’s 


again 
most impor 
Reactions at the 
earth 


what could he expected 
J 


capital tour 


were just about 
US prestige 


soared 


but US popularity declined 


HONG KONG 


Ron G. Whitehead reports 

Secretary Dulles’ call for “united 
ction” -to block Communist domina 
tion of Southeast Asia was cautiously 
welcomed by all but the I Com 


munist Hong 


g K me press 


Che pI »~( hinese N if alist Chung 


1. A US-British-French 


warning Peking and Moscow that any 


manifesto 


attempt to impose communism by any 
means on anv Southeast Asian nation 
would be met by joint action “to rec- 


tify the situation.” 

2. Joint support of a security alli- 
ance made up of South Korea, Na- 
Indo-China, 
the Philippines, and Malaya. 


tionalist China, Thailand 


Another conservative newspaper, 
Wah Kiu Yat Po, stated that the Sec 
“dispelled all 
doubts as to the US stand on the ad 
mission of Peking to the UN.” It con 


tinued: 


retary s proposal had 


that 
[Nationalist] China nor the 


“There is reason to believe 


neither 





Korean Republi: will be betraved at 
Geneva, and that the Indo-China war 
\ 1] iot be ended on terms unravol 
ible to the free world.’ 
Che pro-Communist Wen Hui Pao, 
bitter], issailing Dulle Ss linked his 
lamor for united action in Indo 
China” with the H-bomb tests in the 
Pacih s a “show of force 
It ed that it was vitterly un 
vit e Fre } ind 
, ( Kai-shek a Svng 
| ll wel 


ea 





BOMBAY 


Frank Moraes reports: 






US popularity in India, already on 





the downgrade because of the Pakis- 





tan military aid pact, was lowered 
the Pacific H-bomb tests. 


Charging by implication that the 





further by 






US regarded lives of Asians as of less 





importance than those of Americans 





and Europeans, Indian leaders as- 





serted that, in every instance, “Asia 






and her peoples appear to be more 






exposed to these experiments and their 






tearsome consequences. 





The Indian press, expressing deep 





sympathy for the Japanese fishermen 





burned by radioactive ashes, demand- 






ed that no further tests be held and 





that all nuclear weapons be outlawed 





immediately. The Times of India, in 





an editorial called “Atomic Madness,” 





wrote: 






‘A stage has been reached when 
the atomic problem will soon cease to 
be merely an aspect of the cold war, 
subject to the polite hypocrisies and 
petty maneuvering of politicians, 

“Unless the capacity for conscious 
stricken horror is revived, the conse- 
quences of current atomic develop 
ment will engulf the civilized world 
without discrimination between victor 
and vanquished. 

“There can be no justification for 
iny failure by peoples or governments 
to press toward international control 


ind abolition of atomic weapons.” 


CAIRO 


Kumud C,. Khanna reports: 


The hydrogen tests in the Pacific, 








coupled with Admiral Strauss’s reve- 





lations at a White House press con- 









ference on March 31, have appalled 
ind horrified the entire Arab world. 
Coupled with the announced Dulles 
poli vy of “massive retaliation,” they 
have iroused widespread fear and 
susp m of the US 
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Essener Allgemeine, Esset 


“Baby, it’s cold outside.” 


The Egyptian press has seized the 
opportunity to profess profound sym- 
pathy for the peoples of Western 
Europe, who, Cairo newspapers claim, 
would be the first victims of an atomic 
war. The influential daily Al Ahram 
wrote: 

“A wave of terror has seized Eu 
rope since the American explosion of 
hydrogen bombs in the Pacific. 

“There is every ground for this fear, 
since one bomb dropped in the [Eng- 
Midlands would affect London, 
Paris, Dublin, and Brussels.” 


lish | 


Al Misri, which claims the largest 
Arab 
demanded the immediate cessation of 


H-bomb 


as soon as possible of an international 


circulation of any newspaper, 


tests and the summoning 


conference to ban effectively all nu- 
cleat weapons. It said: 
“When the USSR 
posed that powerful 
be outlawed, it was supposed that the 


originally pro 
atomic missiles 
Soviets were behind the US in atomic 
research. This has proved to be a 
misconception, and it is high.time now 
for the great powers to attempt honest 
with the 
peace and security of the world.” 


ly to concern themselves 


BONN 


Emlyn Williams reports: 


Secretary Dulles’ demand for “unit- 
ed iction” 
Southeast Asia, plus his promise of 
more aid to the French in Indo-China, 


has torpedoed in advance the Geneva 


against communism in 


conterence influen 


Zeitung 
Dulles 


according to the 
tial Frankfurter Allgemeine 


The newspaper, calling the 
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address a response to Republican 
warnings against an “Asiatic Munich,” 
stated: 

“After this speech the Geneva con 
ference on Asia can hardly develop 
any more successfully than its Berlin 
predecessor. 

“Four weeks before the countries 
were to assemble, America deliberate 
ly destroyed any illusion that she 
might make concessions at Geneva. 

“Diplomat Dulles comes to Geneva 
with empty hands. Any possibility of 
bartering for an understanding with 
Red China has been taken from him 
by the Republican party leaders. 

“He can offer China neither diplo 
matic recognition, entry into the UN 
nor increased trade.” 

West Germany has been appalled by 
the published results of the H-bomb 
test. The press has almost unanimously 
demanded an international agreement 
to outlaw the use, or even the further 


testing, of all such weapons. 


PARIS 


George VW He rald re ports: 


The hydrogen weapon tests in the 


Pacific, while appalling in their im 


plications of total destruction, were 


hailed by France’s non-Communist 
majority as evidence that the West 
defend _ itself 
Soviet aggression 


Le Monde 


ing opinion, stated: 


can and will against 


expressing the prevail 


“All of Europe, including France 
would long ago have been writhing 
under the Russian heel if the Soviet 
leaders did not fear American su 


periority in the domain of atomic 
weapons. 

“It is this superiority alone which 
safeguards the independence of West 
ern Europe.” 

“new look 


with its threat to an 


However, America’s 
military policy 
swer Communist aggression by “mas 


sive retaliation,” aroused some mis 


givings among the friends of the US 





Henri Laugier, former Assistant 
Secretary General of the UN, wrote 
in Combat 


‘The consequences must be a tota 


revolution in the collective security 
concepts inscribed in the UN charter 

“Therefore the details of the new 
should be worked out ind 
thought through in closest collabora 
tion with the UN’s members 


The US needs their consent for its 


Strategy 


wr v 0d conscience 






































Editorial 





The French and the Future 


HEN every possible criticism of France's policies 


has been leveled, listed and stressed, it all boils 
down to this ultimate fact: The reason the French are 
disappointing themselves and their friends is that they 
are aliens in this century. 

For a thousand years, there was hardly an artistic 
trend, a political doctrine, a philosophical school, a 
scientific achievement which did not either originate 
in France 


or gain a stunning reformulation by an 


nexhaustibl f creative Frenchmen. And 


J 
= 
t 


these activities wer sparked by the instinctive belief 
that the real aim of life is to grant human beings the 


fullest use of their m nd the freest enjoyment of 


their imagination and ieir senses 


This distill 
] 


raised to an 


iperior egotism the French 
th a science. In politics, 


t was the prime sources In science and 


mocracy 


} 


medicine, it sanctioned t ntuitive approach. In lit- 
erature, it created the novel: the search for the inti- 
of the human heart. Whatever his field, 


mate secrets 


the Frenchman can operate only in this framework 
and can give his alle ince only to values which are in 

rmony with this pl pt 

Chat Ss eX thy \ { itmosphe re of the mid- 
twentieth centu $ | to the French both indi- 
viduall und I] Mass production, mass 
ideologies, and me ficiency are today the 
tunct TIS 1) W h SU) t thrive And F) ince is pros 
trate because she reb ist all three i. rebellion 

it makes ! I ping with the demands 


‘ nut ; 

France won ‘ \ r lost them honorably LS 
] s hatth nspired soldiers led by 

illant | | mn as she had to face an 
indocti ted ) nm his own terms 

r |] 1 lik f cards. It is this same 

ul ! t nization and conformity 

| t l f the French industrialist to 

se his pl { I ) ae ency or for the pro-West 

ern French polit nobiliz 1 national crusade 
umnst <« ) } 

It na | { | TO! I ted th t e\ I they oO 
tensibly vote for US policies or for communism, th« 
Frencl il yverw] Imit n itralists it he urt Deep 
lown. thev believe that # hoice is between two 

I tinct 1 I t very d trine o1 policy 
\ ] that » production. ideologs ind 


redemption, is a virtue that has its own vices. Paris is 
the only Western capital today in whose streets people 
may freeze to death because of man’s lack of interest 
in his neighbor. Paris is also the capital where no 
crisis creates a true unity of purpose, either political 
or psychological, in the service of any cause. It has 
been said that there is no France any more; there are 
only Frenchmen. 
A® this may seem to be hopelessly retrograde and 
a suicidal revolt against the spirit of our age. 
Yet, when one examines this attitude with a telescope 
focused for the long-range history of our civilization, 
1 question begins to haunt one’s mind: May not the 
stubborn French clinging to “outdated” instincts and 
ideas ultimately render a supreme service to mankind? 
Doubtless, this century of ours has produced marvel- 
us advances in almost every field of human endeavor, 
but in doing so it has also thrown out of kilter that 
scale of values, the gradual development of which 
for so long gave meaning and justification to man’s 
existence and whose sum total is best expressed by the 
word humanism. It means an attempt to assign man 
his place in society and in the universe without letting 
him be crushed by one or the other, so that he can use 
ll his wonderful talents in freedom and happiness. 
knows but that 
French have been appointed to preserve this human 


uuitlook on life? Their 


todays sour and negative 


very resistance to “progress” 
may be their most progressive act, preser\ ing as it does 
the germs of ideals which must fully bloom again 


gigantic “CONN ulsions ot economic 


prese nt 


have subsided over the five 


Loui. Gurveniind 
| I i il po VCl 
continents 
Every age has nation its his- 
hour. It the United States to 
ury the terrifying twentieth century o1 


back. But if 


ts mission and every 


toric is the destiny of 
its iching 


itter 


oppression 


ever a golden age comes again. 


drudgery, misery, and 


the French will show the path toward it. Out of pli 


bo 


tod they may still be our masters tomorrow in mak- 
in life enlightened. humanized. and. ves. so much 
more pleasurable, by restoring this ancient seale of 


ues: man is the measure of all things. 
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Whats Ahead for Business 


WASHINGTON — The US is getting ready to sell 
its surplus agricultural products abroad at the 
world market price for each commodity. The Na- 
tional Security Council is reported to have ruled 
that the USSR and the Iron Curtain countries will 
be allowed to buy part of these surplus stocks, and 
that the sale or exchange of more non-strategic 
products to the Communists will be permitted— 
provided such sales aren’t large enough to solve 
Russia’s internal problems. 

This is probably one result of FOA chief Harold 
Stassen’s recent trip to Western Europe. He was 
told by Europeans that their economic situation 
would be greatly improved by expanded trade with 
Eastern Europe. In turn, Stassen is reported to 
have said that if the Europeans insisted on greater 
trade with the East as the solution to some of their 
problems, the US would feel justified in easing one 
of its own major economic difficulties by disposing 
of agricultural surpluses in the world market. 

Most Western nations oppose such US sales, fear- 
ing they will cost them “normal” business and that 
world commodity prices will be depressed by the 
“dumping” of American products. 

A week after Stassen returned here, confirmation 
of US plans to sell its agricultural surpluses came 
in a Department of Agriculture announcement that 
it would try to sell 500 million pounds of dried 
milk and 325,000 pounds of cheddar cheese in the 
export market at or near the world price for each. 
The amount of cheese involved is equal to about 
half the total of all cheddar sold in world export 
markets during 1952; the milk represents two and 
a half times the volume of that product sold 
throughout the world in the same period. 


SYDNEY — The Champion Spark Plug Company 
is the latest US firm to announce it will build a 
factory in Australia. In recent weeks several other 
American corporations have started building fac- 
tories, not only to produce goods for the domestic 
market but also for possible sale to other Pacific 
area sterling nations. 

Champion will form an Australian company 
with James N. Kirby Pty., Ltd. The Kirby inter- 
ests also turn out Crosley refrigerators and make 
“sealed units” for other brands. The new Cham- 
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pion-Kirby plant is expected to go into production 
later this year. 


BEIRUT — In an attempt to attract foreign capital, 
Lebanon has revised her tax laws. No corporation 
formed in the next five years will have to pay in- 
come taxes for six years from the date of organiza- 
tion. Such new corporations must be capitalized at 
at least one million Lebanese pounds (a Lebanese 
pound equals 45.6 US cents) and must pay out a 
minimum of 100,000 pounds annually in salaries to 
local personnel. 

Local banking sources believe that the particular 
industries that the government wants and thinks it 
can attract are manufacturers of cotton and silk 
fabrics and tobacco products. 


VIENNA — Encouraged by the success of the re- 
cent Austrian export exhibit in Miami, the Aus- 
trian government is working out a deal with US 
Department of Commerce for similar shows in 
thirty-three other American cities. 

If this deal goes through, Department of Com- 
merce branch offices will provide exhibition space 
while the Austrians will pay for shipping and in- 
surance costs. The exhibits, aimed at both retailers 
and factory owners, will display industrial and 
consumer goods. 

If the grand tour is as successful as the one-shot 
Miami appearance, US officials think the plan may 
become a model for exhibits by other nations. 


BOMBAY — India’s nationalization drive has done 
more than scare off (and drive out) some US firms. 
Even the biggest Indian companies fear the pro- 
gram. 

The House of Tata, owner of India’s largest iron 
and steel works, together with several huge hydro- 
electric and heavy chemical units and other major 
industrial plants, is shifting its emphasis from 
heavy to medium consumer goods. Tata’s reason for 
this departure is that it believes that the govern- 
ment will concentrate largely on taking over heavy 
industries and that—because of the popular sup- 
port such nationalization has in India—it will prob- 
ably be able to get away with it. 

Tata has already worked out a deal with Merce- 
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des-Benz to produce trucks in India and has near- 
ly concluded one with Piquet, another French firm, 
to manufacture perfumes locally. The latest Tata 
agreement is with a Swiss firm, Volkart Brothers 
(which has a branch in the US). Tata will own 55 
per cent of a new cotton and shipping firm that it 
will form with Volkart. 


LONDON — England is preparing to make it easier 
for British manufacturers to get export insurance 
loans at a time when US government aid to Ameri- 
can producers is being limited by new restrictions 
on the lending policies of the Export-Import Bank. 

The big aim of the new British move is to help 
its manufacturers meet growing German and Japa- 
nese competition. Specifically, British exporters 
have been complaining that they can’t get long- 
term credits as cheaply as their German competi- 
tors. In response to this, the government is reported 
to be ready to adopt a credit system which will 
guarantee up to 85 per cent of the exporter’s risks. 

Interest rates on these loans will probably be 
lower than such charges in the past, and the cred- 
its will be granted for a longer period than has 
also been the case recently. 

British exporters think the new program will 
not only aid them in their economic struggle with 
Germany and Japan but will also substantially 
improve England’s competitive position vis-a-vis 
the US in Latin America. 


TOKYO — Japan is about to agree to a plan grant- 
ing the Philippines $400 million worth of cash, 
goods, and services over a twenty-year period as 
repatriation payments. Final negotiations are now 
under way in Manila. 

If the payment plan is accepted it will be a !ct 
easier for Japanese manufacturers to sell their 
goods in the Philippines. Until now, the Islands— 
like other Asian countries conquered by Japan 
during the war—have been in no hurry to resume 
full-scale commercial relations with Tokyo. They’ve 
insisted instead that the Japanese first make some 
form of war damage payments. Once the Philip- 
pines agreement is signed, Japan is likely to use 
it as a model for other repatriation deals in the 
area. Before long, US and British manufacturers— 
until now benefiting from the absence of a normal 
complement of Japanese salesmen—will be up 
against the stiffest competition in Asia they’ve had 
to face since before the war. 


MELBOURNE — A group of US construction com- 
panies has just received a $56 million contract 
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from Australia to build a fourteen-mile tunnel as 
part of the Snow Mountain hydroelectric project. 

Winner of the contract is the Kaiser-Walsh-Pe- 
rini-Raymond group, which will also build a 280- 
foot-high concrete dam for the, project. ; 

The Americans had an easier time than usual 
getting the award because the British failed to en- 
ter bids. The Australians claimed that British firms 
lacked both the enterprise and imagination to rec- 
ognize the importance of such development con- 
tracts. 

The British countered by charging that there is 
“no sanctity of contract” in Australia, and said 
they wouldn’t go there on a bet. 


SANTIAGO — European business missions, in 
marked contrast to the lack of interest shown by 
US circles, have been flocking to this area and are 
hot on the trail of Latin American orders. 

French, German, Belgian, and Yugoslav groups 
are selling their wares by offering easy credit terms. 
The feeling here is that US interests had better 
start mending their fences if they don’t want to be 
nudged out of the Latin American market by this 
new—and vigorous—competition. 


VIENNA — This country is again interested in im- 
porting US steel scrap. Before the war, almost the 
entire Austrian import requirement for steel scrap 
was Satisfied by the US. 

Austria’s modernized iron and steel industry now 
depends on foreign scrap at the rate of about 60,- 
000 metric tons a year. To get the larger part of it, 
the semi-official Austrian Schrottverband (Scrap 
Association) is corresponding with American com- 
panies, mostly in Philadelphia, in an attempt to get 
US scrap—if the final price in Vienna is not more 
than $30 per ton. 

With scrap-steel prices near the desired level in 
Pennsylvania, the possibility of US scrap exports 
to Austria (at a probable level of 45,000-50,000 
tons per annum) hinges on a bearable sea-freight 
rate from the US port of exit to Trieste. 

No direct talks have as yet supplemented the 
correspondence concerning the sales. 


BONN — The US-Spanish agreement to build mili- 
tary bases in Spain specifies that all contracts must 
go to American firms. Despite this, some West Ger- 
man industrialists think they'll be able to get the 
cement orders. Their reasons are: (1) Spanish ce- 
ment is too low in quality for military construction; 
(2) transportation costs for US cement would be 
extremely high. 
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World Economic Indexes 
INDUSTRIAL PRODUCTION (1943 = 100 unless indicated otherwise) 





































GERMANY UNITED 
Country BRAZIL | CANADA CHILE FRANCE (FED. REP.) INDIA JAPAN KINGDOM U.S.A. 
P Latest [(sept. 1953) (Dec. 1953) (Oct. 1953) (Jon. 1954) (Jan. 1954) (Nov. 1953) (Jon. 1954) (Jan. 1954) (Feb. 1954) 
vailable 
Figure 143 121 149 133 246 124 263 127 120 
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CARLOADINGS (Thousand metric freight tons carried) 


























Country BRAZIL | CANADA | CHILE | FRANCE A gy INDIA | JAPAN | alcaate | U.S.A. 
Latest (Mar. 1953) (Nov. 1953) (Sept. 1953) (Dec, 1953) (Dec. 1953) (Jan. 1954) (Jan. 1954) (Dec. 1953) (Dec. 1953) 
ag 2,902 12,798 829 14,800 21,215 272.5 12,171 25,270 170,529 





aes” | 2,902 11,951 1,119 14,400 22,443 13,652 12,569 26,030 190,220 


13,702 12,354 25,386 
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UNEMPLOYMENT 


GERMANY UNITED 
Country BRAZIL | CANADA CHILE FRANCE (FED. REP.) INDIA JAPAN fc U.S.A. 


Latest Millions Millions 
Available (Jan. 1954) (Nov. 1953) (Feb. 1954) (Feb. 1954) (Dec. 1953) (Dee. 1953) Feb. 1954) (March 1954) 


280,500 3,620 222,000 2.042 522,400 310,000 429,500 3.725 
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International Currency Markets 
By FRANZ PICK 


Apri 18, 1954 
eras currency reform of 
March 19 is prcbably the most 
important measure in postwar 
monetary development. It reduced 
the fantastic number of 89 exist- 
ing sterling varieties to 9, of 
which 5 are completely legal and 
only 4 will continue in gray or 
black markets. Britain merged all 
18 transferable a/c, 8 unclassified 
a/c, 9 scheduled territories, 25 bi- 
laterala/cand20 “country-to-coun- 
try” varieties into one “non-resi- 
dent”—or transferable—sterling. 

By this measure, Chancellor of 
the Exchequer R. A. Butler created 
huge transfer facilities for world 
trade with the sterling area. From 
now on, England and all other 
countries outside the dollar area 
can transfer trade balances of ster- 
ling without special license. Thus, 
91 per cent of the world, in this 
case including the USSR and satel- 
lites, can inter-transfer sterling 
balances. 

This achievement, which makes 
London the world’s trade center 
overnight will not only strengthen 
the pound’s value, but mean a loss 
of trade and currency prestige for 
the dollar countries. Thus, Britain 
has regained her currency leader- 
ship. The “new” transferable ster- 
ling, worth only $2.44 at the end of 


1951, and $2.72% at the end of 
1952, rose to $2.79 on April 15— 
just 2% cents under its official rate. 
New York banks, which refused to 
handle such “transferables” until 
March 1954, have resumed dealings. 


EUROPEAN CURRENCIES: Five major 
units approached the so-called 
“pre-convertibility” stage this 
month. The West German mark, 
the Dutch guilder, the Belgian 
franc, the Italian lira, and the Aus- 
trian schilling all appear to have 
left the black market trade and, 
like the pound, have risen to within 
one per cent of their official value. 
All Scandinavian currencies gained 
in the world’s free markets. The 
French franc, despite the Indo- 
Chinese war, rose to its highest 
level since 1950. At 364 francs to 
the dollar in Paris’ Marché Paral- 
léle, it sold only 4 per cent below 
the official rate. Iron Curtain units, 
officially listed at extremely unre- 
alistic values, fluctuated in free 
markets at around 10 to 15 per 
cent of their “decreed parities.” 
Europe’s sickest currency was the 
Turkish lira; it hit a new postwar 
low in Istanbul’s black market. 


WESTERN HEMISPHERE UNITS showed 
a slight decline of the Canadian 
dollar, which is bur- 











dened by very large 
unsold wheat stocks. 
Another _ significant 
monetary event was 
the new decline of 
the Argentine peso, 
which, at 23.60 to the 
dollar, showed a loss 
of some 13 per cent 
since January 1. The 
Chilean peso, also ex- 
tremely weak, fell to 
a new postwar low of 
305 to the dollar; its 
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official value is 110. 
Brazil’s cruzeiro fluc- 
tuated between 54 
and 57 to the dollar 
in Rio’s free market; 
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devaluation seems inevitable. Bo- 
livia’s boliviano, worth officially 190 
to the dollar, fluctuated between 
1450 and 1500, and still holds the 
record for being the world’s most 
“unrealistic” currency. 


ASIATIC featured a re- 
covery of the Chinese Communist 
dollar, which gained 16 per cent 
in value during the last four weeks. 
The Japanese yen went up 5 per 
cent in free markets; with Iran on 
the road to oil recovery, Teheran’s 
rial rose 3 per cent. Pakistan’s ru- 
pee dropped to a postwar low, as 
did the Israeli pound, now worth 
only 38 cents on the dollar. 


GOLD MARKETS were highlighted by 
the reopening of London’s free gold 
market, closed for fifteen years. 
Gold can now be bought in Eng- 
land by any non-resident of the 
sterling area if he pays in US or 
Canadian dollars. Bolstered by 
$240 to $260 million of Russian gold 
sales in London, Britain took this 
step to further assert her financial 
leadership. Americans, forbidden 
to own gold in the US, can now 
legally buy, own, and sell it in Lon- 
don—and ship it where they please. 
Many large estates in the US have 
started to purchase gold in Britain. 
The trading unit is the bar of 400 
ounces, worth about $14,000. 

European gold markets were ac- 
tive. Paris traded an average of 
$1,625,000 worth of bars and coins 
a day, at $35.50 for bars and $39.50 
for coins. Bombay continued to pay 
top prices—$49.50 an ounce. Illegal 
trading in Red China was lively at 
around $38 per ounce. 


PLATINUM continued to depreciate 
all over the world. Worth $130 an 
ounce two years ago, it declined to 
$96 in April 1952 and is now be- 
ing offered at about $83. Substan- 
tial Russian sales have so depressed 
the market that a few weeks ago 
Moscow paid its Italian propaganda 
centers—until then provided with 
US banknotes—in gold and about 
10,000 ounces of platinum, which 
the Italian Communists then re- 
tailed all over Europe in order to 
convert it into real money. 
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THE WEST GERMAN BOOM: 
CAN IT KEEP ROLLING? 


It’s going full blast but there are road blocks ahead 








By EMLYN WILLIAMS 
BONN 

C' rious troubles are in sight for to import mort ods, thus adversely treaty ranting comp 
\ West Germany, whose economic iffecting its trade balance. In addition ewis] tim f N 
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TRADE WITH EASTERN GERMANY: 


The Views of Alfred Krupp 


The astounding economic recovery achieved by the Bonn government is 


all the more remarkable because it has taken place in a country that is 


physically and economically divided. Having re-established themselves as an 


important factor in world trade, German industrialists are burning to show 


the world what they could do if they were allowed access to their normal 


markets in East Germany and the USSR’s other European satellites. 


West Germany's leading industrial magnate, Alfred Krupp—recently re- 


leased from an Allied prison 
He told WORLD’s correspondent: 


frankly admitted this desire for expansion. 


“In the long run West Germany cannot continue her economic advance- 


ment without being reunited with East Germany, because both parts of 


Germany must be considered an organic whole. An expansion of trade 


volume [with East Germany and Soviet-bloc countries] would without doubt 


contribute considerably to a solution of West Germany's export problems.” 


no dramati ipsurge is expected. In 
world trade, West Germany ranks fifth 
in imports, third in exports 


These figures are impressive In 


reading them, thou it is important 
' 


st vears active 
it DM 1000 mil 


remember that last 


trade balance is abou 
lion ($238 million) more than it would 
ive been had import and _ export 


prices remained stable This may be 


explained bv the fact that whereas 
\\ rid prices ry raw mate rials fe l] In 
195 3 thus maki Ce rman lI iports 
heaper the ivel ( prices t Ger 
man exports mainly finished soods 
" { virly stable 

In terms of 1952, last irs imports 
vel up | re t volume and 
{ | pe ent lune exports were 
7 per cent in volume and 9.5 per 

i i 

t lure 

ere has also been a marked im 
yrovement 1 the Federal Republic S 
] } relg siftuahnon 
oth as to quantity and quality In 
Ld nbe 1952 the Bank Deutscher 
Lander Acting Nation Bank) held 
$1,104 million worth of foreign ex 
( inde in gold ~ which $637 
million Was gold ul | lollars By the 
1d yt December 195 the Bank’s 
17s of toreign ex inge ind gold 
l risen to $1.946 millior ind gold 
i lollar reserves to $1,169 million 
Wort noting to { increase ll 
ys” deposits. At the end of 1953 
ese totale l DM 9000 million—more 
t]} louble what the vere in 195] 


West 
dustry has grown tremendously since 
1948. Even in 1951 


liable reports, the value of investment 


Investment in German in- 


according to re 


in fixed assets (new buildings, ma 


chines, and equipment tor expanding 
capacity and developing new prod 
ucts) was greater than it was in Great 
Britain. 

Most 


come from sources under government 


investment had however, 


direction, from the US, or from such 
e banks 


ousing, and from reinvested prof 


spec ial agencies as 
} 


mortgag 
rol 
its. Until now, only a small percent- 
age of investment has been financed 


| 


by the issue of shares or debentures 


Thus, the recent authority granted by 
the West German ( apital Issues Com 


Halske (Berlin 
ind Munich) to float a DM 100 million 


mittee to Siemens & 


loan at /.9 per cent for 15 years is con 
sidered an important innovation. The 
high coupon rate indicates that the 
German capital market is still in the 
early st iges Of revival 


[ IT was necessary tor the Bonn gov 
aa , 

ernment to back so much domestic 

investment the 


necessity vas even 


greater in tne case of exports 


To tide porte vi long periods 
t waiting fo par ment or to meet 
ysses, the Ausfuhrkredit A.G Ex 
port Cre lit Co was formed, This 
is a consortium of private banks which 
helps finance export orders of mor 
than two years duration (maximum 


four years) at interest rates that are 
currently between 5.5 and 7 per cent. 

The request for credit is made by 
the foreign trade bank with which the 
applying export firm deals, and the 
bank is expected to supply 20 per 
cent of the credit itself. The remain 
ing 80 per cent comes from the 
Ausfuhrkredit A.G. This latter amount 
is divided among the member banks 
in proportion to their subscribed capi- 
tal. Actually, the risks nominally 
undertaken by the Ausfuhrkredit A.C. 
are covered by another operation—the 
Hermes Credit Insurance Company. 
This institution operates on a govern- 
ment guarantee. Exporters are pro 
tected against possible nonfulfillment 
of contract by importers up to 85 per 
cent of invoice value. 

Exporters, it is generally agreed 
here, have done very well for them- 
selves in getting tax exemptions and 
rebates, and in retaining foreign ex- 
change reserves. Although no direct 
involved, 


government subsidies are 


the exporters get all possible govern 
ment backing because of the impor- 
tance of the foreign market. How im- 
portant this is may be seen from the 
fact that in 1952, when the gross na- 
tional product came to DM 126,000 
million, foreign trade totaled DM 33,- 
100 million, or about 26 per cent. 

In these days, when so many im 
poverished or underdeveloped coun- 
tries lack the means to pay for long 
term capital goods, exporters are often 
direct investment 


forced to finance 


al 


ywroad, Such forms of investment are 
Federal 
Until last fall, all 


activities were controlled by the Allied 


comparatively new for the 
Republic. such 
occupation authorities In September 
1953, however, licenses were granted 
tor German overseas investments pro 
vided these could be shown to further 
German exports. But this development 
is still in its early stages 

German investments abroad have 
come very largely through surpluses 
in the European Payments Union. Al 
though Germany has already abolished 
many of her import trade quotas for 
members of the ogec (Organization 
for European Economic Cooperation), 
ind has extended this privilege to non 
British Commonwealth sterling na- 
tions, it does not appear that these 
concessions will have much effect on 


the German surplus. For February 
1954 this surplus was nearly $54 mil- 
lion, or more than $10 million above 
Januarv. Here, then, seems to be one 
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steady and reliable source of aid to 
Germany’s foreign trade, but it is 
too early to know what proportion 
will go to direct overseas investment. 

Much has been reported abroad 
about the investments of such financi- 
ally well-fixed 
Krupp and DEMAG. Even where they 
themselves are unable to provide the 


industrial firms as 


necessary financing, the government 
often feels justified in supplying the 
required funds. The most recent ex- 
imple of this is in Greece, where 
Krupp is to exploit the deposits of 
lignite, build a thermo-electric power 
plant, and develop nickel deposits. 
Athens, 


Chancellor Konrad Adenauer is under 


During his recent visit to 
stood to have indicated officially that 
Bonn would guarantee the financing 
of these projects. 

Despite this, one hears constant 
( omplaints that many German business 
firms are unwilling to take risks nowa- 
days, and are not prepared to invest 
in long term capital exports to coun- 
tries where political or economic 
changes may make the future transfer 
of interest and capital difficult. 

Another complaint is that the credit 
market is not properly controlled, that 
there is no planning as between home 
ind foreign investments, and no co- 
dination of the sources of credit. 

Furthermore capital reserves still 
need building up. The recent tax re- 
form proposals of Finance Minister 
Fritz Schaeffer are intended to help 
create such reserves. But it is doubtful 
that Herr Schaeffer can make 


cessions far-reaching enough to bring 


con- 


ibout great savings for investment. 

Warnings that the 
surplus may only be temporary have 
Otmar Em- 
the board of directors of 


present trade 


ilso been sounded. Dr. 
minger, of 
the Bank 


stressed the special temporary factors 


Deutscher Linder, has 
which have helped German exports 
markets. 
\mong them, he mentioned the Korean 


boom and the 


t get a 


foothold in world 
demand for capital 
goods by countries carrying out big 
investment programs. He might have 
idded that British and 


centration on 


American con- 
armaments also has 
' : ‘ 

worked to Germanv’s advantage. 


On the whole, however. there is 


general satisfaction with what has 


been achieved. This is tinged nowa- 


trade situation, where 


I Com 
petitior rr capital goods markets is 
becoming much. stiffer. German in- 
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dustrialists believe that the great battle 
will be with Britain, because she has 
a similar trade structure and is inter- 
ested in the same markets. As for the 
US, it is quite possible that German 
make even in 


exports may inroads 


such markets as Mexico and South 
America, where the US is deeply en- 
trenched. There, the Germans might 
offer serious competition in some 
classes of heavy machinery, rolling 
stock, electro-technical goods, and 


chemicals. 
That the Federal 


especially interested in these areas is 


Republic is 


shown by the current visit of its Eco- 
nomics Minister, Dr. Ludwig Erhard, 
to various Latin American countries, 


them Mexico, Chile, Brazil, 


and the Argentine. In connection with 


among 


this new drive it should also be noted 
that West Germany s present share of 
the area’s total trade amounts to only 3 
per cent of that total. Prewar, it was 
15 per cent. In Mexico, it has fallen 
to 2.4 per cent. 

Although German exporters today 
are looking everywhere for trade, they 
are concentrating on countries which 
offer dollar or other hard-currency re 


turns. They are also eagerly eyeing 


West Germany is regaining he 


Here. two Zeiss u ke exami an 





domination of 


areas that were of great interest to 
them in prewar days. For example, 
Adenauer’s visit to Greece and Turkey 
had its economic side too. German rep- 
resentatives are seeking—and getting 


orders in the Near and Middle East 
India, and Pakistan (see p. 42). 


ATURALLY, German manufactur 
N ers very much want East-West 
trade expansion of this trade woul 
enable them to return to markets in 
South and East Europe which the 
have long considered their own. But 
most German experts believe little can 
be done except by arrangements which 
fit in with Soviet trade ideas. As for 
large scale developments whether ir 
the Fe cle I i| 


Republic realizes that, however tempt 


East Europe or in China 


ing the offers, it just doesn’t have t 
long term credit required for such ven 
tures. Even if a completely free flow 
of East-West trade 

1] 


morrow, financing would be 


were ichieved to 
i probl Ith 


In the same wav, when talk c1 ps 


up of opening North Africa to in 
lustrial development, the German 
reply is that such a colossal project 


can only be handled on an internation 


Continued on page 69) 
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ow German Salesmen 
re Wooing the Arabs 


ANKARA 

n American salesman checking in- 

A to a Middle Eastern hotel today 

is likelv to discover that his West Ger- 

man counterpart has beaten him to 

town and is out drinking coffee with 
a potential customer. 

Not very long ago the American 
had only British competition to worry 
about in the Middle East, but now he 
sees his market threatened by prod- 
ucts made in the Bonn Republic. 
Moreover, the Germans, single-mind 


1] +} 


edly rebuilding eir economy, are 
skillfully using Arab dislike of both 


Americans and British to play a dom- 
| 


inant trading role in the lives of the 
region’s 160 million people. 

Ameri in bus ness has been spe- 
cifically disadvantaged by two de- 


velopments: the unpopularity of US 
State Department efforts to link Mid- 
Eastern defense with the West 
C 





ind Communist propaganda charging 
the oil c ympanies with opposition to 
Arab nationalism. Because the West 
Germans are a sotto-v e member of 
the defense group tl! can't fully ex- 


ploit the bad feeling this engenders, 





After a hard day, German salesmen 


; 


but it has definite uses in a sales talk 

The Arab League’s hostility to Is- 
rael gives the West Germans another 
edge over American businessmen, 
since most Arabs blame the US for the 
success of the Jewish state. Further- 
more, Arabs look to West Germany to 
help them develop their own econo- 
mies and thus counterbalance Israel’s 
industrial potential. So for the last 
three years the hordes of technicians 
and salesmen who invade the area 
have been thoroughly briefed on how 
to make the most of the psychological 
advantages their country has in the 
Moslem nations. 


\KE, for example, the activities of 
Alfred Krupp in Pakistan. Between 
the two wars the British were pre-emi- 
nent at establishing business connec- 
tions and obtaining spec ial privileges. 
Today Krupp’s men have been ip- 
pointed technical consultants to the 
government-controlled Industrial De- 
velopment Corporation and the Ger 
mans will soon acquire a 10 per cent 
interest in Pakistan’s steel industry. 
How was a defeated nation able to 
supplant a country that was not only 
on the winning side but is also the 
senior member of a giant trading com- 
bine—the British Commonwealth—to 
which Pakistan belongs? 
have been de 
cisive was Moslem distrust and dis- 
like of their former rulers. But the 


Germans did more than simply utilize 


ls 1 
The factor that may 


this inti-British feeling First the 
Krupps began to explore Pakistan for 
mineral deposits; then they sent Mos- 
lem technicians to plants in West 
Germany to look into t 


1¢ possibilities 


of setting up synthetic drug and color- 
ing material plants back home. It’s a 
good bet that before long German 
pharmaceuticals will be made in Pakis 
tan under license from Krupp. And 
Krupp will own 10 per cent of any 
mines that are de elop | 

The Kru re ictive in 
Turkey, too. They were one of the 
leading bidd » Ge tent 4 
build ¢] . 1 mile-long rid ve 

ss the Bosp Che vern- 





ment is out looking for the $150 mil 
lion that will be needed—and it is get- 
ting considerable “advice” from Krupp 
on whom to see at European banks. 

When Arab leaders visit West Ger- 
many Krupp gives them the VIP 
treatment. Recently an economic dele- 
gation from Saudi Arabia was taken 
on a lengthy tour of the reconstructed 
factories and were guests of honor at 
elaborate receptions given by Alfred 
Krupp and the Mayor of Essen. 

The same preferred treatment given 
by other firms to visiting Iranians has 
already proved its value. Iran placed 
a $2 million order with various West 
German manufacturers who are sup- 
plying telecommunications equipment, 
and later topped this by a $60 mil- 
lion order for steel, machinery, and 
electrical equipment; German pur- 
chases of oil from the Abadan refiner- 
ies financed the lot. 

To help its manufacturers finance 
the sale of goods to Iran, the Bonn 
government is said to have granted 
the new Iranian government a low in- 
terest loan of $60 million to be paid 
in five years beginning with the third 
year. Non-German salesmen in the 
area, who make it their business to 
know about such things, say the con- 
tract contains an escalator clause that 
provides for another $140 million 
credit—if things go well with the ini- 
tial loan. Other Middle Eastern coun- 
tries are using West German firms 


for everything from dams to diesels. 


O COUNTERACT the work of their 
Teepe the West Germans are 
busy providing more than loans and 
technical advice. For one thing, the, 
see to it that their goods dominate th« 
various trade fairs held in the area 
Last year the biggest of these—at Sa 
lonika—was virtually swamped with 
West German cars, radios, and agri 
cultural machinery. 

Thus, by granting credit, providing 
technical assistance, buying from thi 
Middle East, pushing their own prod 
ucts at the fairs, and making the most 
of Arab ill will toward the US and 
Britain, the West Germans are build- 
ing up a commanding trade position, 

What does all this mean for Anglo- 
American trade? There is no use de- 
nying it means that orders which went 
by default to American and British 


firms in the immediate postwar vears 
I 


now being won by West German 
wooing—and that the competition is 


getting tougher every vear. 
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BUSINESS IN WEST GERMANY 


T HE German Federal Republi will The Federal Repub! 
celebrate its fifth birthday this is composed of the pos 


ionth. Since its proclamation on May Frenc!l 1US ( f 
1949, it has transformed West n area a | O4 
Germany from a stricken and wat mil than O | 
istated economy into an expand half tl total are f the 
ind forward-looking one. In that man | WV B 
too, much US private investment treated 
is followed US public investment in- it is not t , 
the Federal Republic. republic nor u r its dir 


Query: What is West Germany's ti 


nomic condition: how much more Th ulat 
vate US investment is warranted? nine mill ut 
lo help businessmen arrive at an m 
ver t this currently vital ques Ten million are German 
1, WORLD presents an up-to-the East Germany I the 
te survey and analysis of West countri¢ 
( ny's economic structure This influx | 
us us emp! 
1. PRESENT MARKET lems: ti latest fioure 
D nsumer demand and adequati than two million un 
purchasing power exist, and what is population is basically 
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credit outlets. The country is rela- 
tively compact and is situated in an 
ideal trading position in Central Eu- 
Although 


controls are tight, restrictions on dol- 


rope. import and export 
lar imports have been greatly loosened. 
West Germany is part of the Organi- 
zation for European Economic Coop- 
eration and has trade _ liberalization 
privileges in countries belonging to 
the European Payments Union. 

In 1953, 71 per cent of West Ger- 
many’s exports went to the continental 
EPU countries. Her next best cus- 
America (10 
The US and Canada took 
another 7 per cent. Over 77 per cent 


tomers were in Latin 
per cent). 
of her total exports consisted of fin- 
ished manufactured goods. 

Now cut off from her traditional 
West Ger- 


many’s exports went to the continental 


breadbasket in the east 


third of her food. In 1953, 70 per 
cent of her imports consisted of such 
foodstuffs as wheat, other grains, oils, 
sugar, and tobacco, and such indus- 
trial raw materials as cotton, wool, and 
coal. About 62 per cent of her im- 
perts came from the EPU countries; 
1S and Canada, 


and § per cent from Latin America. 


2. FUTURE MARKET 


Is We st Gx rmany 


13 per cent trom the 


economically stable 
enough to permit development and 
growth of the market? 

Other factors 


West German investment climate will 


, 
remaining equal the 


continue to be reasonably good. 


There has been an almost miraculous 


industrial growth in the past five 


Although this 


maintained, it is not advancing at the 


vears. rowth is being 


rate of recent vears. Using 1936 as 
the base, Germany's total production 
index in 1948 was 63. In 1953, it was 
158, an increase of 150 per cent. In 
terms of the same base, the index for 
capital and consumer durable goods 
went from 51 in 1948 to 175 in 1953, 
250 per cent. 


The drive and skill of tl 


an increase of almost 
ie German 
worker has had a great deal to do with 
From 1949 


er man hour 


this economiu comeback 
to 1952 productivity | 
increased from 82.3 to 107.5 (1936 
LOO r bv about 30 per cent. 

An outstanding fact about the Ger 


} 


man economy is the high rate ol capl 
tal investment. In 1952, for example, 
| ‘ | + ] 
20 pei cent t tota gross nationa 
’ + ‘ ' nt ol net t; ] 
proe uc yeni ] Sli¢ i¢ mnxed 
} | | 
capita rormation the US the rate 
vas 15 per cent. 
I 


Investment capital, however, is 


still needed. Given present recon- 
struction, replacement, and develop- 
ment requirements, especially as they 
are augmented by high rates of 
growth, about $4.8 billion will be 
needed annually-for investment. 

A possible threat to market growth 
is the renewal of West German in- 
terest in cartels. Under the Occupa- 
tion, any form of organization or ac- 
tivity in restraint of trade was cate- 
gorically forbidden, and Economics 
Minister Ludwig Erhard has drafted 
a law for the German Parliament 
which continues these prohibitions. 
Opposing this law, however, and pro- 
posing instead a resumption of cartel 
practices, are such powerful organi- 
zations as the Social Democratic party, 
the German Federation of Industry, 
and the Trade Union Federation. In 
the present political atmosphere and 
with the pro-cartel forces so power- 
ful, it seems likely that West Germany 
will restore many of the practices by 
which competition has been limited 


if not eliminated in the past. 


3. DEGREE OF TAXATION 
What kind of taxes are placed on busi- 
ness operations and how are they ad- 
ministered? 


investors get the same 


Foreign g 
treatment as West German nationals. 
There is a 60 per cent tax on the 
earnings of publicly owned companies. 
Dividends distributed by these com- 
panies are now taxed at 30 per cent. 
To make sales of stock more attractive 
and to increase capital formation, 
these taxes are soon to be reduced 
- possibly this year, but probably not 
until 1955. The Finance Minister has 
suggested that corporation taxes be 
lowered to 45 per cent. 

Local and state as well as federal 
taxes are levied. These are collected 
on the basis of gross current income, 
capital value, and wages paid. The 
most important of the excise taxes is 
a general turnover tax of about 4 per 
cent, which is largely borne by the 
consumer. 

Negotiations are now under way on 
a US-West German treaty which will 


ibolish double taxation. 


4. OPERATING PROFIT 


What has been the size of investment 
and the 


companies in Germany? 


earning experience of US 


In 1950, total US direct investment 


was $204 million. By 1952, it rose to 


$251 million. Earnings from invest- 
ment in manufacturing industries in- 
creased from $18 million in 1950 to 
$25 million in 1952—38.9 per cent. 


5. TRANSFERABILITY 


Can the foreign investor withdraw the 
earnings and the capital on his orig- 
inal investment? 


investments that 
have been continuously held since be- 
fore August 8, 1950, may now be 
transferred, Beginning with income 
made during the business year end- 
ing December 31, 1952, dividends 
and other profits from the operations 
of US subsidiary branches and firms 
may also be paid. 


Earnings from 


Income from real estate and from 
bonds covered by the London Debt 
Agreement may also be repatriated. 

As for investments made after Aug- 
ust 8, 1950 (with funds from blocked 
DM accounts), foreign investors may 
withdraw all dividends and _ profits 
which fall due after December 31, 
1953. The same applies to real estate, 
interest, and payments from bonds 
acquired after the 1950 date as long 
as blocked DM were used in their 
purchase. In every case, the transfer 
must be approved by the Land (state) 
bank of the area in which the invest- 
ment was made. 

So. far, only one capital transfer 
of “original” blocked marks up to 
DM 50,000 ($11,900) may be made. 


6. FREEDOM TO MANAGE 
What are the restrictions governing 
the operations of foreign business in 
West Germany? 

No restrictions are put on the num- 
ber of shares in German industry 
owned by foreigners, nor are there any 
national restrictions on ownership con- 
trol. Discrimination against foreigners 
is nil. Applications to establish new 
businesses are made on an individual 
basis, and licenses are easy to obtain. 

All foreign personnel must receive 
government work permits. Employers, 
too, must be approved before hiring 
foreigners. 

To enter West Germany, a United 
States citizen must have a valid US 
passport and must register with the 
proper authorities after arrival. If he 
wishes to remain for more than 90 
days, he must get a temporary resi- 
dence permit from the police. 

A persistent limitation on the free- 
dom of management is the “Shop Con- 


stitution” Law promulgated in 1952. 
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WEST GERMAN INVESTMENT RATING 
POOR 1. PRESENT | 2. FUTURE | 3. DEGREE OF 
FAIR MARKET | MARKET 7 TAXATION 
| GOOD | 7 | 
| EXCELLENT | : | 
! 
1 | | 
4. OPERATING | 5. TRANSFER- | 6. FREEDOM TO, 7. LABOR | 8. INDUSTRIAL 
PROFIT | ABILITY | MANAGE ! RELATIONS | — FACILITIES 
| | | | 
| l | 
| | | | 
| | ' ' 
1 . i | 
. 9. TRANS- 10. FINANCIAL 11. PROPERTY | 12. POSSIBLE FIELDS FOR 
; PORTATION | FACILITIES | SECURITY | INVESTMENT: 
: | | | Food processing; market research; elec- 
| | | tronics; development of new technical equip- 
| | | | ment and precision instruments. 
| 
Also known as the Co-Determination week is 48 hours; hourly earnings in showed a 40 per cent production in 
Law, it requires that the workers in industry average about 37 cents. crease in 1952 compared with 1950 
each shop have a one-third represen Power facilities are relatively wel 
tahon yh management Siac 8. INDUSTRIAL FACILITIES develope d. There is an installed 
: At present, the operation of the law is Are supplic s of raw materials, powe! pacity of 56.2 million kilowatts 
restricted to the coal and steel in and skilled labor available? which 9.9 are of hydroelectric orig 
dustries, and Dr. Erhard has given West Germany is a highly indus \ shortage of electric power! still ex 
his assurance that there will be no trialized economy with excellent facil ists, however especially in the primai 
o-determination beyond this present ities for technological production In industries. To offset this. Germany 
area. 1952, Sf the 5.6 million workers em ports ibout one billion k.w.h. a ve 
There is no assurance, however ploved in its 50,000 industrial firms, Phe power industrv is now being great 
that if the Social Democrats come to 16 per cent were engaged in the manu ly expand d under the Foreign Oper 
power this law will not be extended facture of machinery and_ transport tions Administration program 
to other industries. equipment; 15 per cent in textile and 
clothing industries; 13 per cent in 9. TRANSPORTATION 
7. LABOR RELATIONS B . 
’ metallurgical] plants and 10 per cent How adequate are road, rail, air 
ls there a strong union movement and in coal mines shipping facilities: 
to what social and welfare legislation In 1953 industrial production rose Although transportation 
must the employer conform? by 150 per cent over 1948; mining by munication facilitic ure ell devel 
Labor organization is highly de 60 per cent; manufacturing of capital yped telephones are stil] hard t 
veloped. Of the total labor force of goods by almost 250 per cent tain There ure ipproxim re | 
16 million workers, about 6.4 million Although still operating with much kilometers of road 1 6 kil 
10 per cent) are members of the inadequate or obsolescent equipment f railroad per ipita. In 1952 
German Trade Union Federation. Un West Germany is the leading pr ducer million passenger cars and 830,000 
” leadership in general has been re in the European Coal and Steel Com mmercial vehicles were registers 
sponsible and strikes have been few munity. Output tf rude steel went Superb = supe ohwar mnnect 
Recently, however, demands for high- from 5.16 million metric tons in 1948 large tie 
er wages have increased. to 15.4 million metric tons in 1953 There is an important water 
Working conditions are more tight in increase of almost 300 per cent. In portatior stem. One-half 
ly controlled than in the US. While 1953, total output of iron ore was 14.6 ter-borne traff rried by the R] 
there is no minimum wage legislation million metric tons: coal, 124.4 mil whicl nnects the Ruh 
such items as hours of work. dismissals lion petroleum 2.1 million the North Se rts of Belg 
acations, holidays, and safety on the In the past two vears building the Nethe | 
iob are fully covered by state and fed tivitv has been at the rate of 400.000 ties é lable at Hamburg. Brer 
eral legislation. The customary work units annually. The building industrn nd B 
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10. FINANCIAL 


tory, electing 307 of the 487 members 
of the Bundestag, the lower house of 
nauer the West German Federal Parliament 
They will sit for a four-year term 
position party, the Social Democrats, won but 


mpletely by the 








PICTURE 


West Germany, officially the Ger- 
man Federal Republic, will be ruled, 
at least until the fall of 1957, by 
Chancellor Konrad Adenauer’s 
Western, pro-business, pro-European 


federation, Christian Democratic coa- 


pro- 


lition government. 
In the last elections, September 6, 


1953, the coalition won a landslide vic- 


ly othe I 


mportant anti-government bloc is 
Retugee 
and the East German terri- 


ind the Soviet Union. 


tives of the Association, mad up otf 
rast Germany 
by Poland 


ynmunists nor the German Reich party (neo- 


; ; 

sidered a threat, managed to elect a single dele- 
| 

t's upper house, the Bundesrat, made up of 

ters of the eleven “Linder,” or states, also is 


coalition 


rovernment is strongly anti-Communist: it is 
operation with native and foreign business 

olition of controls and the lowering of taxes, 
nd favors full cooperation with the West 


and GrOWINE pre SS 


t lominated East Germany und tively 








en- 
t the USSR, Communist China ind the 
Social Democrats, while equally anti-Commu- 
lity mn the Swiss patter The ilso advocate 
veavy industry of let ninati joint 
| { nhine | to C al ind 
| t ! t powell 
7 lections li t ] } a e in 
+ + 
FACILITIES Alt au the 1 { ipl 
-% t een increasing 
| t t vet ib] to 
vide fhicic tal to satisfy the 
laceme l X} l I needs of 
i industry Th sl rt has cre 
juate ser\ ited tight money rket with rela 
I ly hig] terest te so that onl 
I cial lustric wit big earnings are abl 
tra le borrow Shor term 1 ites range fi mn 
t} larger 10 to 12 per cent or more. The long 
the more term rate is trom 5 to 6 per cent. 
Among the reasons given for short 





ages in the capital market and the high 
interest rate is the fact that private 
savings are relatively modest because 
of low income and fairly high liv 
ing costs and taxes. Another reason is 
the extreme caution of private in 
vestors because of previous bitter ex 
perience with inflation. 

The 1948 currency reform devalued 
the old introduced 
the Deutschmark, which now sells at 
an official rate of DM 4.20 = $1. 


Reichsmark and 


11. PROPERTY SECURITY 
Is the investor's property safe from 
government expropriation or civil vio 
lence? 

The government officially welcomes 
American capital. Even in the event of 
a change of regime, it should be noted 
that no extremist parties of any con 
sequence exist at present. Problems of 
property security are at a minimum 
Economics Minister Erhard has stated 
that commitments undertaken by th 
Federal Republic will remain valid 
even in the event of German reunifica 
tion, an event presumably a long way 
off. In any case, new American invest 
ments are covered by the FOA gua 
antee program 

Copyrights ire protected without 
after the 


Trademarks registered 


registration for fifty years 
vuthor’s death. 
with the German Patent Office are pro 
tected for ten vears from the date of 
The German Patent Offic 


gives foreigners equal treatment with 


registration 


German nationals. 


12. POSSIBLE FIELDS FOR 
INVESTMENT 


West Germany today is a good coun 


try in which to develop new 


} products 


unde rt ike extensive res irch establis! 
new markets, and ey hange technol pea | 
cal know-how. It offers excellent op 
portunities for US firms interested in 


technological production to obtain fin 
yroduction fa ilities at low labor cost 
ind make favorable arrangements for 
trade in the soft-currency areas. Un 
ler the OEEC program, goods of Ger 
1an origin get the benefit of t cle 
liberalization measures in EPU coun 


tries. German firms have also had ex 
tensive experience in dealing with and 


building up the underde velope d coun 


ries 
Logical fields for 


food processing market research, ele 


investment are 
tronics, and the devel ypment of nev 
te hnic al equipm«¢ nt and precision in 


struments for use in modern industry 
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$900,000,000 
in the Grab-hag 








ne US government is holding the 
Ta, iwstrings of a grab bag contain 
ig prizes worth about $500 million 
That's the 
eized in the US by the American gov 
rnment during World War II. 


These assets include factory proper- 


value of German assets 


es, securities, trademarks, 
ind copyrights. By a 1948 Act of Con- 


gress, some of these have been sold by 


patents, 


the Alien Property Custodian of the 
Department of Justice and the pro- 
ceeds used to pay claims of victims of 
Nazi aggression. Among the firms sold 
to private US investors to date are the 
North 
American Bemberg (¢ orporation, Ame 
can Bosch, Inc., Rohm & Haas, Scher 
ng A.G., and American Potash 

Not all the West German corpora 
back their lost 
issets. A few wrote the properties of 
is tax losses after the Erhard currency 
reform of 1948 and their return would 

financially eml 
But the West 


American Rayon Company, 
| 


tions are eager to get 


yarrassing. 
German 


issets yt it 


turned, and some US Congressmen 
have been giving the Adenauer gov 
rnment aid and comfort in their ef 
rts to these properties 


icquire 
Dennis ( havez P t. Me 
ind Everett Dirksen have all 


lvocated new legislation which would 


senators 


Carran 


return the assets deducting 20 per 

ent to repav the US for administer 
I 

the properties since 1942 This 


cedure was followed after the First 
World War and Adenauer would dear 
love to have the lightning strik 
ce. The $500 million would provid 
currency reserves to finance |] 
exporters al 1 investors 
Back in 1951, the Allied High Com 
and took what was then considered 
he final step in the matter of seized 
(,erman issets The Allied Occupa 
tion Forces asked the Bonn govern 
nent to declare that the Allied confis 
ition of German p1 ype rty during the 
ir was final. Bonn agreed. 
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ring by the West Germans of pre-Hit 
lebt Her n | Abs id I 
the West Gen elegation yened 
his cOve! nent egohations t win 
back the 1 properties 
Herr Ab looking over the Debt 
Agreement he | | signed iid that 
ly the rest t f pris ite pro] 
ynfiscated during the war would re 
nove all ub * West Germany 
ibility t yut the agreements 
The present West German appeal 
I I 
trom this decision 1S based ma nly n 
he theory that confiscation of private 
yroperty is an unsound deviation from 
nternational law and is in direct con 


tradiction to the ng-stated US policy 
tr protectin ! lual holdings 

HI Bonn FO rnment 1s not n 
iE gestios in its horror over seizure 
enemy assets. It wants its ow 
ty back from the US. but } 
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Duteh and t Western | ea 
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Audit of World Labor 


High Wages: Problem for 


Mexican Industry 


By Adolph Sturmthal 


Professor of Economics, Cornell University 


EXICO’S labor 

force al- 
ready large — is 
steadily growing as 
the country’s in- 
fant-mortality rate 
declines. One 
would therefore ex- 
pect Mexican labor to be cheap. 
The fact is, 


Mexican wage rates are much low- 


however, that while 


er, labor costs in almost every 
branch of industry are greater than 
they are in the US 

This is an extremely important 
fact of economic life for the many 
US manufacturing firms which have 
been attracted by Mexico’s postwar 
economic growth and one that is 
highly pertinent to North Ameri- 
cans who are considering making 
new investments in Mexico. 

The wage problem cannot be 
charged to lower efficiency or in- 
telligence, or to lack of application 
on the part of the.Mexican worker; 
American executives of Mexican 
plants agree that, with few excep- 
tions, the natives are not inferior 
t workers nortl yf the border. 


The explanati mn for the high labor 


cost t 


to be found, not in the 
quality of the Mexi 


to 


Ss 1S 
in worker, but 


a large extent in the conditions 
if | 


, 
lis emplovment, which create 
two vicious circles: 


1. The small size of the market 


prevents the use of highly special 
ized modern machinery, and im- 
poses frequent changeovers and 
multiple work tasks. Low wages 
encourage the use of scanty, out- 
moded equipment. Machinery of 
the vintage of 1890 is bv no means 
exceptional in Mexican _ textile 


I 


pla its, although synthetics are be- 


ng pl duced with ultra-modern fa- 
cilities. Only the gradual expansion 
internal market will elim- 


] 


costs, but 


inat thi C hia 
LTA this source o il 


it is equally true that high costs, 
by forcing up prices, prevent the 
satisfactory development of the in- 
ternal market. 

2. Industrial relations are re- 
sponsible for the second vicious 
circle. 

The Mexican labor movement 
and labor legislation place main 
emphasis upon employment secur- 
ity and it is difficult—and expensive 
—to discharge a so-called “perma- 
nent employee.” There is no uni- 
versally applicable definition of 
what constitutes a permanent em- 
ployee; collective agreements, laws, 
vary, but in some 


becomes perma- 


and customs 
cases a worker 
nent after the first month of em- 
ployment. From that time on he 
cannot be discharged without sub- 
stantial dismissal pay unless “just 
cause” can be shown, which, in 
practice, is almost impossible. Dis- 
missal pay is calculated at three 
months’ wages, plus twenty days’ 
pav for each year of employment 
after the first. As a result, a large 
part of wages must be regarded as 
fixed costs. 

This, of course, tends to solidify 
Mexican industry in a world of 
constantly changing markets. Worse 
still, the employment stabilization 
thus obtained becomes a roadblock 
to modernization. The excessively 
low wages paid the worker, par- 
ticularly thirty or forty years ago, 
now boomerangs against manage- 
ment. Those low rates encouraged 
waste. 

Now that labor has been incor- 
porated into collective agreements, 
employment cannot be ended with- 
out incurring heavy penalties or 
changing the individual workload 
—which was established by a col- 
lective contract. But agreement on 
such changes is almost impossible 


to obtain, since it is hard for work- 


ers thus discharged to find new jobs, 
and the rapid growth in the labor 
supply makes unions and workers 
try to protect the jobs they have. 
The remarkable thing is that 
Mexican industry, in spite of these 
handicaps, has advanced as rapid- 
ly as it has. It is not likely to go 
much farther, however, until it 
finds a way to solve the vexing 
problem of labor relations. 


ast January, the Executive of 
the British Labor party pub- 
lished a revised version of its pro- 
gram, “Challenge to Britain.” Com- 
pared with the original, published 
in June of 1953, the present text 
indicates a move toward the Left. 
Thus, immediately upon the elec- 
tion of a Labor government, social 
security services are to be expanded 
and equal pay for women is to be 
established. The annual cost of 
these reforms may reach 180 million 
pounds sterling, some $500 million. 

Somewhat less immediate seems 
to be the promise that secondary 
education will be extended to the 
age of eighteen. 

The financial counterparts to 
these reforms can be found in the 
fiscal proposals of the new program. 
In addition to the capital gains tax 
advocated in the first version of 
“Challenge to Britain,” the new 
draft proposes a direct tax on capi- 
tal to reduce existing inequalities 
in the distribution of wealth. Past 
Labor governments have used only 
steeply progressive income taxes; a 
tax on capital—advocated by the 
Bevan group—will be a departure. 

This is not yet a definitive re 
vision of the program. Further dis 
cussions are likely to produce new 
changes and amendments, particu- 
larly as regards the sensitive topics 
of new nationalization measures and 
of workers’ participation in the 
management of nationalized enter- 
Whatever text 
adopted is likely to be a compro- 


prises. is finally 
mise between the pressure of the 
Bevan group from the Left and the 
desire of Labor's 
pand its influence in the only direc- 
tion in which it can find a large 


leaders to ex- 


number of new converts—in other 


words, among the middle classes. 
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A TwoWay Street That's 
Paved with Powder Pufts 


suRICE Levy, a businessman up- 
M on whom an injudicious press 
agent once unsuccessfully tried to pin 
the label of “The Powder Puff King,” 
has stamped three lessons on the 
American business record book which 
will repay careful study by the indus- 
trial community at large. 

First, he showed once more what 
perseverance and a good idea can ac- 
complish in the US. Though he came 
penniless to America from France 
some fifty-seven years ago, he is now 
head of Hygienol, Inc., a company 
that produces powder pufts and toilet 
specialties on an impressive scale. 

Second, the history of his business 
shows that the solid gold—as distinct 
from the gaudy tinsel—still lies in the 
consumer items. 

And third, he has proved to every- 
one’s satisfaction that American busi- 
ness can not only welcome a foreigner 
ind give him every opportunity for 
success but can eventually send him 
forth to conquer the markets of his 
native land plus those of most of the 
world as well. Today Hygienol, Inc., 
ind its distributor, Mauvel, Ltd., are 
the biggest firms in their field, with 
customers from Venezuela to Thailand. 

[he story began in Brooklyn, in 
1897. Lévy, a native of Rheims, came 
to this country while still in his teens, 
searching for a career. Coming from 
cosmetics-conscious France, he was 
struck almost immediately by the fact 
that no powder puffs were made in 
America. The demand, still limited, 
was mostly met by “swansdown” puffs 
imported from French manufacturers. 
He decided that this was the spot for 
market 
with very low capital requirements, 


him: an untapped national 
Powder puffs are deceptively sim 
ple. There are two types, fabric and 


swansdown. The latter are a luxury 
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item, and they aren't really swans- 
down, since swans are almost as scarce 
as chinchillas. Instead, the French use 
the down of geese, bred in Chatelhe- 
raux, where a parallel industry—pdte 
de foie gras—shares the geese. The 
down is taken from the breast, skin 
and all; the skin is delicately tanned 
with the down still attached, and from 
this down powder puffs are made. 

Evy rented a property at 1090 

Greene Avenue in Brooklyn. He 
bought eighty geese at a public ma 
ket and installed them in a big cage 
he had built in the back yard, Che 
cage was an error. The geese could 
disport themselves to their hearts’ con- 
tent, but, unlike their French counter 
parts, which were raised from goslings 
in tiny pens that restricted their move 
ments, they gained weight slowly and 
their down was of an inferior quality. 

Proprietor Lévy was gooseherdet 
executioner, tanner, manufacturer, 
salesman, shipping clerk, and book- 
kee pe I A number ot problems ropped 
up, not the least of them the fact that 
there is no market in this country for 
skinned geese. Plucked, certainly, but 
peeled no. This and the simple eco- 
nomics of survival resulted in his con- 
suming so many birds that even today 
the sight of a V-formation in the sky 
produces a definite queasiness. 

By the time Lévy's third flock of 
geese had been rals¢ d and processe¢ | 
an unpleasant fact was clamoring for 
recognition. Swansdown production 
could not 
compete with French imports in eith 
While the voung 
manutacturer was pondering this sit 
uation, the decision was taken 


as practiced in Brooklyn 
er price OI quality 


out ot 
his hands. A polic e captain who lived 
next door and was working ni 


called the turn by decreeing tl 


2 
f. 


Men at Work 





must go so that he 


could get some 
sleep during the day. 

Thousands of budding businesses 
have died from disasters far less over- 
whelming. The fiasco, however, mere- 
ly provided the springboard to Lévy’s 
eventual success. Although “Operation 
Gander” was a bust, the roster of cus- 
tomers he had built up convil ed him 
that his basic idea was sound. So he 
switched to importing the swansdown 
putts from France and started to man- 


nself, 


ufacture velour puffs hi 

The new ipproach was successful 
from the start. As public 
ot cosmetics grew, so lid the business 


ucceptance 
Originally he bought velour by the 
bolt and made the puffs by hand. But 
shortly after World War I the demand 
became so great that he set up a fac 

tory in New Rochelle New York 
which is still in operation. Yarn 

bleached, dyed, and then 


made into puffs—furnishes the raw ma 


loomed 


terial. The current yutput is thirty 


million puffs a year. 


ow Levys overseas transactions 
span the globs ind he is als 
an importer, for the US market, of 


swansdown, Renoir perfumes, Créme 


Simon cut-crvstal itomizers from 
France soap toilet specialties ind 
powder books \s might he guessed 
Levy is a prodigious vorker despite 
a deceptively fragile appearance 

His approach to business life is 
based on old-fashioned virtues: fait 
ness } mesty in | courtesy To him 
these ire the foundation of a go od 
business philosophy. His own expe 
rience bears him out, for Maur 
Lévv has come full circle on the whee 
of fortune: he began by importing 
foreign business and ended up bi 
porting it bigger ind better than be 
fore. Epwarp F. NorwortuH 
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Gillette Abroad: 


A CLEAN-CUT 
OPERATION 


By ROBERT M. BLEIBERG 


HE global nature of the business 
B pore on by the Gillette Company 
is based on a simple observation: 
man’s beard, unlike his hairline is a 
sturdy perennial It rarely falls out. 

At eighty as as twenty, men every- 
where must shave, at least occasional- 
ly, and for the past half-century the 
Boston company has been making this 
disagreeable and even dangerous 
chore as painless as possible in vir- 
tually every populated corner of the 
world. 

Its rewards, in terms of prestige as 
well as hard cash, have been great. 
The company’s name and the picture 
of its founder, King C. Gillette, which 
of blades, 
are probably as well known in places 
like Nyasaland, Sarawak, and Uganda 

all Gillette sales territories) as that 


appears on every packags 


of President Eisenhower or Queen 
Elizabeth. East of the Iron Curtain, 
Gillette products reportedly are used 
in the Kremlin. 

Blue Blades have even ac quired the 
status of currency. During the twen 
ties they had a fixed exchange rate in 


France, and not long a 


go they were 
used as money in Czechoslovakia and 
Italy. 

Financially, Gillette has done ex- 
tremely well over the years. In 1903 
its sales totaled 51 razors and 168 
blades. Earnings were nil. In 1953, it 
re ported the highest sales and profits 
in its history Sales totaled $140.8 
million, a 17 per cent increase over the 


ol 1952 In spite ot 


ye and excess profits taxes, 


$120.5 milion 
record Ini 
earnings rose to nearly $19 million, a 
gain of 25 per ce nt over the previous 
vears $14.7 million, and equal after 
preferred dividends, to $4.36 per share 


mn the 3.997.538 shares of common 


stock outstanding. In keeping with its 
record prosperity, the company re 
cently raised its quarterly dividend 
(common) from 50 to 62% cents a 
share. The move was not calculated 
to injure its investment standing on the 
New York, Boston, or London Stock 
Exchanges, where its securities are 
listed, or offend the thousands of 
shareholders who faithfully mail thei 
proxies in envelopes which bear the 
postmarks of twenty-seven countries. 
To the impressive figures cited 
above, Gillette’s foreign operations 
make a very substantial contribution 
indeed. In the three-year period 
1951-53, earnings from outside the US 
and Canada ran, on the average, to 
16 per cent of total profits. In some 
years their share has been much 
higher (in 1938, for example, a de 
pression year here at home, foreign 
earnings accounted for approximately 
90 per cent of total net). Last year, 
largely because the frozen earnings of 
its Brazilian subsidiary were thawed 
out and current remittances resumed, 
Gillette’s overseas earnings accounted 
for almost half of the entire pie. 
Besides being nearly as important as 
domestic sales, Gillette’s foreign busi- 
ness by and large is more profitable. 
Advertising and selling costs tend to 
be less and labor and materials are 
cheaper. This is obvious from a few 
other statistics supplied by the com- 
pany. Gillette’s net assets in the US 
and Canada, at the close of 1953 
came to slightly more than $31 mil 
lion. On this investment it earned 
roughly $9.6 million after taxes, or 30 
per cent—a handsome return in any 
language. However, on net foreign 
assets of around $21 million, it earned 


$7.9 million last year (not counting 


World 
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the profits from Brazil). That works 
out to better than 37 per cent. 

lo keep its foreign operations look- 
ing sharp, the Gillette Company, 
wh 


i 


vhich is the parent organization, has 
built up a global network of manu 
facturing and sales subsidiaries. Fac- 
tories are located in seven countries 
vutside the US and Canada: Mexico, 
Brazil Argentina, Great Britain, 
France, Switzerland, and Germany. In 
iddition Gillette has sales subsid 
iaries in Panama and Cuba on this 
side of the Atlantic. Overseas sub 
idiaries  ar¢ located in Norway, 
‘den, Denmark, Holland, Belgium 
ind Italy, as well as Australia ind 
1 Africa. Finally, there are sell 
ng agencies in scores of other places 
ainly smaller and more isolated mar- 
kets like Algeria, Barbados, Ethiopia 
Iceland, Kenya, and Pakistan 

According to the official table of 


ganization, the Western Hemispher 


subsidiaries are run from Boston 
where the two US operating divisions 
the Gillette Safety Razor Company 
ind the Toni Company (makers of 
the famous home permanent wave, 
icquired by Gillette in 1948)—are lo 
ited. The European subsidiaries are 
controlled by Gillette (Great Britain), 
Ltd., in London, which is run by a 


vice preside nt of the parent company 


N many basic respects the control 
I exercised is very real. Thus, all for 
ign plants must use the same high 
precision blade making and packaging 
juipment used in Boston and Lon 
mn. To make sure that Gillette’s al 
ost fanatical standard of quality is 
ibserved yn every bulletin board 


ind near every time clock in the Bos 


m plant appear the words: “Your 
Security Depends on Quality”—]. P 
Spang, Jr., president), samples ire 

mstantly shipped back from all over 
seas factories for a rigid inspection at 


the home office. (Gillette actually has 
more people inspecting blades than 
naking them.) Moreover, while every 
subsidiary employs local labor pri 
marily, the t yp man is usually Ameri 


wr British. In Gillette’s view, prac 


; 
tices such as these guarantee a high 
rade uniform product. whether it’s 

tht in air-conditioned drug 


re in Tucson or from a peddler in a 
un-drenched Middle Eastern bazaar 

One explanation for Gillette's stril 
ing success in foreign operations is 


1] 
typically American in origin—the abi 
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Gillette’s 
Foreign 
Investment 
Pays Off 


INVESTMENT: 


$3 5 | million 
RETURN: 


30% 


INVESTMENT: 


$21 million 


RETURN: 


— Ya 


WORLD Chart 


1 
juality item. But nly part of 
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Gillette carefully sees to it that such 
local identification is solidly based on 
fact. For ) Gillette 
Ltd., has been a leader in Great Brit- 


vears Industries, 
dollars, and at the 
coronation of Her Majesty 
Elizabeth LI, its factory at Isleworth, 
in Middlesex, broke out in what the 
parent company s 1953 annual report 


ains drive for 


Queen 
x 


proudly described as “gala dress.” 
Since the French government is in 
terested in decentralizing industry, 
Gillette coope rated by building a new 
Swiss 


plant at Annecy, near the 


border, to replace the older one in 
Paris. In the 
the average purchaser can't afford a 
Gillettes are 


sold singly by street hawkers. 


Arab countries, where 


twenty-blade dispenser 


B" the company s success in be 
coming a local fixture is perhaps 
due mostly to its careful advertising. 
Its first advertisement, which ran in a 
small magazine in October 1903, cost 
$162, or roughly half that year’s gross 
income. 


Today Gillette’s advertisi1 


ig 
outlay represents a smaller percentage 
of net sales but a great deal more 
hard cash. In the US its newspaper 
and magazine advertising appears in 
publications which reach 100 million 
people, and it sponsors, on radio and 
television, top sports events baseball's 
All-Star Game and the World Series, 
the Kentucky Derby, championship 
prize fights. “How're ya fixed for 
blades?” is a familiar question to most 
; 


, 
American males of shaving age. 


Gillette is equally convinced of the 


flicacy of dvertising ibroad. Its sales 
nessages are written and spoke n in 
virtually every language on earth, in 
cluding such exotic tongues as Guja 
rati, Telugu, and Urdu. However. it 


makes no attempt to render 


Feel Sharp! Be Sharp! 


} 


“Look Sharp 


] 
nto local idiom Instead, its copy 1s 
ee : : 
culated .to appeal to the particular 
shavers in question. In Britain. for 


; , 
ogan 1s the more urbane 


Good iornings begin ith Gillette.’ 
In France. where fathers. still hand 
lown their straight razors to thei 
S s. Gillette it] Stresses the con 
en id economy of the safety 
ic | les 
Lo te also governs Gillette’s 
nce ot sports events In Cuba and 


baseball games; in 
matches 
Throughout Latin America it spon 
yrs bull fights Great pains are taken 


o avoid a mistake that might nullify 


its efforts. A Cuban commentator, for 
instance, is never used to broadcast to 
Mexico, since Cubans speak a Castilian 
Spanish which grates on Mexican ears. 

[his solicitude for local suscepti 
bilities has paid off handsomely. To 
take one example: Several years ago 
Panama's legislature approved _ the 
establishment of a miniature free port 
designed to meet Gillette’s need for a 
central distribution point in Latin 
America. The result was the establish- 
ment of the Gillette Export Corpora- 
tion, a Panamanian subsidiary which 
now receives duty-free goods from all 
over the world and distributes to 
markets in the Western Hemisphere. 

But the best Gillette’s 


ability to convince nearly everybody 


proot of 


that it is a good neighbor lies in its 


remarkable record of  repatriating 


profits. When Brazil relaxed its re- 
strictions on the transfer of earnings 
last year, Argentina remained the only 
country to block Gillette’s earnings. 

And so Gillette executives can sit 
in their South Boston offices and gaze 
out benignly upon the world. This 
vear, other things being equal, earn- 
ings will benefit from the expiration 
last January 1 of the American and 


Markets 


envisioned by the lively 


British excess profits taxes. 
not even 
imagination of King C. Gillette himself 
may lie ahead. Taking Bushmen and 
Tibetans into account, the average 
human male who shaves now uses 
blades a 
vear. Before Gillette still lie vast ex- 


panses of physiognomy to be denuded 


fewer than a dozen razor 


of their morning crop of bristles. What 
1 magnificent challenge to a firm 


which so aggressively preaches the 


gospel of the daily once-over! 





Blue Blades aren't always used only 
for shaving. Here a European doctor 


vaccinates a South African woman 
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Rapid Tax Write-ofts: 


They Would Increase Private 
U.S. Investment Overseas 


By REPRESENTATIVE FRANK E. SMITH 


Democrat, Third District 


RODUCTION and productivity are the 
Pret keys to increasing the living 
standard of any country. They are 
also the basic economic problems faced 
by our friends and allies overseas. 
Most of these nations are unable to 
produce enough goods and services 
at competitive prices to exchange for 
the things they need to strengthen 
their own economies and carry their 
own defense load. Now that the days 
of massive US aid has passed, what 
can we do to help them? 

There is a wav—one which would 
enable private industry to step in 
where the government is moving out 
by substituting large-scale investment 
or US 


burden on the American taxpayer and 


f lays no 


government aid. It 
it will permit industry to make a prof- 
it. The device is simple: apply the 
accelerated tax 


same principle of 


amortization to overseas investments 
that was so sensationally successful in 
speeding up our production in World 
War II and the Korean War. 

The proposal was first presented in 
in article by M. C. Conick, published 
in the December 1952 issue of United 
Nations World. 1 discussed this article 
subsequently with Mr. Conick and on 
March 2, 1953, I introduced a bill 
H.R. 3600. to Internal 


Revenue Code to permit accelerated 


amend the 


amortization on certain facilities con 
structed, established, or acquired in 
foreign countries by American inves 
tors. If this bill 
investor will be able to write off in 


amortization which 


becomes law, the 
five vears the 


normally requires twenty—the very 
procedure used to encourage plants 
n the domestic defense effort. 

This bill provides the means for 
friendly foreign nations to tap the 
tremendous reservoir of US capital 
ind technical knowledge on a_ basis 
of equality. Investment by private 
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Miss. 


enterprise would enable our allies to 
reap some economic benefit from the 
production distribution, and manage- 
ment techniques which have played 
so vital a role in building up our im- 
posing economic strength 

Since 1947, US direct 


vestment has been running at some 


foreign in- 


thing over $1 billion a vear. But it 


has been largely special purpose in- 
vestment onfined chiefly to this 
hemisphere. And, huge though the 


figure seems, it amounts to less than 
004 per cent of our national income. 
During the 1930s, our foreign invest- 
ments amounted to approxim itely .0] 
per cent of the capital movement 

almost triple what it is today. 


fixe RE are, of course, good reasons 
why American private capit il has 
seek 


My bills is designed to diminish the 


hesitated to openings abroad. 
risks involved—the threat of destruc 
tion in war or civil unrest, or of ex- 


propriation through nationalization. 
If direct 


tized within 


investment could be amor- 
a short time, these risks 
would no longer be prohibitive It 
estimated that this de- 


vice could induce the export of Amer 


is reasonably 


ican capital it the rate of two to four 
billion dollars a year—double or quad 
ryt 


ruple the present rate 


This system of overseas investment 
and reinvestment was the verv basis 
ot Great Britain's 


the nineteenth century, which saw an 


creditor position in 


unprecedented 


ve lopment 


expansion in the de 
f the world’s 


Britain and the 


resources. 


world both benefited 


Underdeveloped countries were able 
to build up thei production base. and 
Britain's exports to them as well as her 
imports from them increased. The 
parallel with America’s position t day 


1S striking It is in our interest to bring 


the living standards of the rest of the 





world into line with those of the US. 
But the 


discouraged, as his British counterpart 


American investor today is 
a century ago was not, by discrimina 


tory legislation, by double taxation 


1 


by unstable and unconvertible cur- 
rencies, by shortage of dollar exchange 
by political uncertainty. Investment 
cannot be justified if there is no as 
surance that the prince ipal will remai? 
intact and yield a reasonable return 

If the government wants to increas« 
would be 


iffset 


need for greatel 


our overseas investment it 
inducements to 
these drawbacks. The 
export of US capital is immediate; it 


wise to offer 


cannot wait for the foreign nations 
themselves to develop a healthier in 
vestment climate. 

specifically 


The bill 5] 


investment programs In a foreign coun 


provides that 


try which are jointly financed by US 
and local capital shall have priority in 
the issuance of amortization certifi 
cates. A major factor in awarding cer 
tificates is wages. The aim is to pre 
vent the exploitation of native work 
ers and encourage better standards of 
pay, as well as to preclude claims of 


unfair competition with US industry 


HE Randall Rep wt briefly noted 
4 to rapid tax amortization plan 
in its review of the overall probl m ot 
investment, but 
14 per cent 


investment 


encouraging foreign 
rejected it in favor of a 
tax reduction on foreign 
returns and 


most important—govern 


ment guarantees against losses cause 
by war or revolution. To me, this 
would seem to take the t 


field 


lacking and where it 


rovernn " 


farther into a where practi 


experience is 
financial commitments might be much 
greater. 

The question of cost to the Ameri 


can taxpayer of the rapid t 


zation program is more 
] 


ax amo 


ipparent than 
real. What is temporarily lost to t 
I 7 


Treasury in tax credits would soon be 


; 


more than recovered by revenue fron 


tax ible earnings. 


In any case, to talk of dollar costs 
is to tragically ignore the profound 
long-ter implications of a vast ex 
pansion ~ American investment ir 
joint enterprises throughout the free 
world. Here is a wav to give the lie 
to the Marxist d oma that ipitalist 
nations must wage wars to gain mar 
kets f yy their surplu roduct Ouite 
simply, if we do not contribute to a1 
effort to raise the rest of the world t 
our level, we will sink to the irs 
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OVERSEAS INVESTMENT: 


A Primer of Tax Advantages 


By ROBERT S. 
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United States Moreover to qualify 
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for its own nationals and another, far 


less favorable, set for outsiders; or a 


foreign assessor, because of his own 

pre judices, or perhaps by government 

order, may impose a higher valuation 
; 1 

upon properties owned by citizens of 


i t t 


another country Before one becomes 


9 jaundiced about such policies, it 
should be remembered that they are 
widespread in our country too, For the 
purposes of the West Virginia fran 
chise tax, for example, foreign—that 
is, non-West Virginia—corporations 
must pay the same tax rate as West 
Virginia firms, plus 50 per cent.) 

A second tax disadvantage in doing 
business abroad directly is that this 
income will frequently be taxed twice 
in the 


where it was earned 
and in the US, since, according to US 


country 
regulations, corporations are taxed on 
ncome derived from any source what- 
ever.” 
Using a foreign subsidiary can re 
move both these disadvantages, be 


cause it can be made to contorm to 


foreign tax laws. For instance, if the 
country where it is to yperate levies 
gh tax on capital stock, you can 
give it a low stock valuation. As fat 


is US income taxes go, foreign corpo 





rations fall into two classes 1) those 


which during the taxable year are en 
gaged in business in the US, or are 
resident foreign corporations; and (2 
those which are not so engaged, o1 
ire non-resident foreign corporations 
\ resident foreign corporation is taxed 
domestic poration 1S 
except that only the net income from 


sources within the US is taxed. So, if 


just as a 


the subsidiary is formed solely to en 


business abroad, the incom« 


gage in - 
from US sources can be kept at zero 
\ non-resident foreign corporation is 
] 


taxed on the amount received from 


sources within the US, and this figure 
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WORLD has had many queries about the pos- 
sible tax advantages of doing business abroad. These 
queries have multiplied since January, when Presi- 
dent Eisenhower first suggested to Congress that 
corporation income tax on foreign earnings be re- 
duced to 38 per cent, i.e., 14 percentage points be- 
low the rate for corporations in general. An already 
established policy of granting a foreign tax credit 
on certain taxes paid abroad would further reduce 
this rate to considerably less than 38 per cent. 

The new tax law, when passed, will be a clear 
incentive for US businessmen to increase their over- 


seas operations. But there are also a number of 
other incentives, often overlooked—ways by which 
US corporations can gain tax advantages from doing 
business abroad. 

These ways, of course, are known to business- 
men who are operating overseas. For those who 
are not, however, but may now be contemplating 
such activities, WORLD presents a primer on the 
US foreign tax situation. In future issues, WORLD 
will publish tax articles of a more specific nature, 
designed to be of. service to the businessman who 
is already operating abroad. 
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too, can be zero if the corporation is 
self-supporting and confines its activi- 
ties to business outside the US. 

Having decided to set up a sub- 
sidiary, the choice of a foreign country 
in which to incorporate it is the next 
prime consideration. Since many for- 
eign countries have taxes based on 
income or capital, or both, in the final 
analysis selection may be a matter of 
simple arithmetic. If a country has 
nominal taxes or none at all, there may 
be a tremendous saving. If no part 
of the transaction occurs in the US, 
the US tax does not apply; the country 
of incorporation may have only a 
minor tax to impose; and the country 
in which the transaction actually takes 
place may not be able to impose a tax 
because legally the transaction took 
place outside of that country. 


A VERY popular country of incorpo- 


ration today is Panama, where 
there are no exchange controls. In- 
corporators may be of any nationality, 
and the books may be kept in either 
English or Spanish. 

Some persons believe that by operat- 
ing from an office in the US, but by 
carefully segregating all expenses from 
those of the parent corporation, they 
can so plan the operations of a Pana- 
manian subsidiary corporation that no 
activity takes place in that country. 
In such a case, the non-resident status 
costs only a nominal fee (say, $150) 
to a local attorney to put the company’s 
name plate in his office. 

If the Panamanian corporation de- 
cides to locate any part of its business 
in Panama, it will probably become 
subject to the income tax there, but 
the rates, which are on a sliding scale, 
are quite low; they amount to 9 per 
cent for incomes of $25,000 and 11.5 
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$50,000. 


The main tax advantage of a Pana 


per cent for incomes of 
manlan corporation is the absence of 
the US income tax and the possible 
absence of any foreign tax. If, for ex- 
ample, a Panamanian subsidiary of a 
US corporation buys iron ore in South 
America for sale in Europe, there 
would be no tax in the US (there was 
no income from sources located here), 
no tax in South America (no profit 
was derived and no office maintained 
there), no tax in Panama (nothing 
happened there), and no tax in the 
European country (no profit was de 
rived there if the shipment was made 
f.o.b. or c.i.f. South America). 

When a US corporation uses a Pana 
manian subsidiary, profits are usually 
controlled to some extent between the 
companies. The Panamanian firm may 
be used to buy perfume in France, 
say, for shipment to the US. The US 
corporation is billed for this at a price 
that leaves most of the profit to the 
Panamanian company, on the ground 
that the profit was actually a buying 
profit that had been earned outside of 
the US, for the Panamanian company 
had been responsible for locating 
the merchandise, establishing quality 
standards, bottling. and shipping. 

Most important of all, it held the 
foreign contract. If the US corporation 
were exporting, say, machinery, the 
sale might be made to the Panamanian 
subsidiary at a low price, on the 
ground that the subsidiary had to find 
a customer abroad, handle negotia- 
tions, obtain the contract, and run the 
credit risk. Only a small percentage 
of the earnings would be subject to 
US income tax. 

Such transactions are perfectly le- 
sound 


gitimate if business reasons 


exist to channel profits in this way. But 


the US Internal Revenue Service will 
naturally be suspicious of transactions 
that smack of tax evasion. Thus, no 
one should use a Panamanian corpora 
tion unless he is certain that its trans- 
actions can be justified. Furthermore, 
unless the US corporation is satisfied 
that its other tax transactions will 
withstand scrutiny, it should in no case 
use a Panamanian corporation. Once 
the suspicions of a US revenue agent 
are aroused, he will look at more than 
the Panamanian subsidiary. 

There are, of course, certain disad- 
vantages to using a foreign subsidiary 
All dividends received are fully tax 
able to the US parent firm, whereas 
dividends of a domestic subsidiary 
can be taxed only up to 15 per cent 
A foreign company—unlike a domestic 
} am ilga 
mated with its US parent tax-free. Nor 
can it be included in the parent cor- 


subsidiary—can seldom be 


poration’s consolidated income tax re 
turn. Therefore, a loss by the foreign 
company could not be used to reduce 


the parent's total taxable income. 


NDIVIDUALS who live and work over- 
| pane like corporations operating 
abroad, also have their tax problems. 
Generally speaking, Americans living 
abroad are taxed exactly as if they 
were living in the US. There are, how- 


ever, two useful exceptions. 


ONE Earned income may be ex 


cluded from the US tax 
if the individual has been a bona fide 
resident of one or more foreign coun- 
tries for an uninterrupted period 
which covers an entire taxable vear, 
and if this earned income derived in- 
tirely from personal services rendered 
outside of the US. For example, if a 


privately employed citizen was a bona 


55 














fide resident of a foreign country for 


, , 
period be¢gmining 


an uninterrupted 
July 1, 
1954, and if he files his return on the 


1952, and ending June 30, 


calendar-yeat basis, he may exclude 
from US taxable income the amount 
+ 


ot 


compensation he received on or 
after January 1, 1953, for personal 
services rendered abroad prov ided 
the amount was earned between July 


1, 1952, and June 30, 1954. 


TWO Earned income may be 
] 


excluded if a US citizen 
resides in one or more foreign coun 
tries for a total of at least 510 full days 
during any period of 18 consecutive 
months, and if the earned income is 
tor personal services rendered outside 
of the US. But the amount that may 
be excluded under this second excep 
tion is now limited to $20,000 
Income paid by the US or by any 
government agency is, of course, not 
excluded. 
Foreigners living in the US (resi- 
] + 


dent aliens) are taxed the same as 


citizens—on income derived from all 
without the 


US. Non-resident aliens—that is, per- 


sources, including those 


sons living outside the US and not 
American citizens—are taxed only on 
income from sources within the US. 
This means that American citizens 
or residents who derive all or part of 
their income from abroad may have 
+ 


O pay two or more assessments: one 


to the US and the others to the coun- 
try or countries in which their income 
vas earned. So, tov vill anv US cor 
poration which is taxed abroad be 
cause its income was earned there. 
Fortunately however there are 
ways to escape su h double taxation 
One is by a treaty it vl either the 
US or the rorelg! untryvy agrees not 


to tax this income. Another is by some 


unilateral tax relief provision—like the 
Western Hemisphere Corporation 

If the two taxes d ve to be paid 
the US sometimes ffers still another 
form of relief. 7 et it, the American 
firm does not deduct the taxes it has 
paid to fore on muntric when it files 
its regular return with the Bureau of 


Internal Revenue. Inst 


, 1 
t lists these 


pavments is credit—financially i 
much more idvantageous precedure 
Che foreign tax redit. however 
must bear the same relat to the US 
tax that the corporati ns ll me trom 
the foreign country bears to its total 
ncome from all sources. A similar rule 
pplies to individual taxpavers 
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PROFITS WITH ProGress: LATIN AMER- 
FUTURE, 
by Thomas A, Gaines*(Latin American 
Investment Council, 79 Prospect St., 
Stamford, Conn.; $2. 


This information-packed book can 


ica’s Bricut INVESTMENT 


answer many of the questions that 
will occur to US businessmen as they 
trv to follow the newspaper accounts 
of the economic conference to be held 
at Rio de Janeiro this summer. 

In the early chapters Gaines dis 
cusses the need for greater US invest- 
ment in Latin America and the bene 
fits North 


would derive from it. His analysis— 


American businessmen 
and correction—of common miscon 
ceptions about business practices south 
of the border comprises what is prob- 
ably the best short text on the subject. 

The final section should interest 
not only those who are thinking of 
investing in Latin America but others 
who want to know something of the 
business and social life in Latin Amer 
ica. Gaines discusses the economic sit 
uation of each country and comments 


on its future needs. 


Uniry AND DIversiTy IN EUROPEAN 
Lanor, by Adolf Sturmthal (The Free 
Press, Glencoe, Ill.; $3.75 

This short course in the European 
labor movement performs the invalu 
able service of explaining to the not 
too-well-informed American reader 
how the European labor movement 
differs from our own 

Sturmthal traces the rise of labor 
as an industrial political and intel 
lectual force in Europe and_ brings 
his account down to the present with 
an estimate of its current strengths 
and weaknesses. The most interesting 
chapters deal with the role of labor 
unions in a semi-nationalized state 
where the worker is at least part own 


er of the factories. 


ECONOMIC SURVEY OF EuRopE IN 1953 
UN Sales Number: 1954. 11.E.2: 
$2.50° 

In addition to a discussion of the 
mayor European economic events of 
1953, this publication includes a study 
of economic development in Southern 
Europe. Here potential investors will 


find descriptions of the improvements 


scheduled in agriculture, industry, and 
mining, plus an analysis of the ob- 
stacles to advancement which may be 
encountered in the next few years. 

The report makes some trenchant 
remarks on the need for tax reform 
and the factors limiting capital invest- 
ment by foreigners. As usual, the sec- 
tion on European economic events 
(this is the seventh annual report on 
the area) offers the best production 
and trade statistics available. A valu- 
able reference book. 


Economic SURVEY OF ASIA AND THE 
Far East—1953 (UN Sales Number: 
1953. 11.F.8; $1.50*). 

A monumental attempt to present 
an economic picture of the area, this 
survey covers each nation individually 
and then doubles back to offer cumu- 
lative regional statistics. Production 
of commodities, exports, imports, bal- 
ance of payments, and the general 
fiscal situation of each nation are listed 
and analyzed. 

It is this analysis which sets the re- 
port apart from its predecessors in the 
series. Previously the Asian surveys 
were limited to giving statistics which 
were difficult to understand unless the 
reader was acquainted with the eco- 
nomic and political situation in each 
country. In this volume, the economic 
developments of the past vear are pre- 
sented in the usual statistical form and 
then each nation is reviewed in the 
light of these events—a procedure that 


gives the figures greater significance. 


REPORT ON TRAINING OF THE CIviL 
Service oF IsraeL (UN Sales Num- 
ber: 1953. 11. H. 7; 30 cents) 
Companies operating abroad, es- 
pecially those with foreign subsidiaries, 
know that red tape arising from a shor- 
age of trained civil servants can turn 
even the best laws and regulations 
into a nightmare. This report of an 
expert appointed by the UN’s Tech- 
nical Assistance Administration sug- 
gests remedies for such a serious de- 


terrent to international business. 





°A United Nations publication. Ad- 
dress: International Documents Ser- 
vice, Columbia University Press, 2960 
Broadway, New York 27, 
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“International Business” doesn’t have to be mysterious. Here's 





how. 





Anyone Can Invest Abroad 


By MARK 


GREAT paradox confronts all those 
A who feel that larger private 
American overseas investment is vital 
to the leadership role that the US is 
playing in free world affairs. Such in- 
vestments, of course, demand knowl- 
edge and confidence on the part of 
the businessman. Unfortunately, the 
overseas investor can’t acquire either 
until he actually gets involved. But 
this usually requires more money than 
most people are willing to risk on 
getting themselves an education. 

This paradox is only in part re- 
solved by all the bulletins, brochures, 
and books now being issued to get 
Americans to invest abroad, showing 
in detail the many opportunities which 
Such litera- 
ture, of course, can never really be a 
personal 
and, understandably, too many poten- 


exist outside this country. 


substitute for experience, 
tial investors remain unconvinced. Put- 
ting one’s money into a foreign 
country involves the ordinary 
investor in an unknown situ- 
ation, and, like everybody else, 
the businessman fears the un- 
known. 

Luckily, a way out of the 
dilemma exists, and that is for 
the US businessman to put his 
dollars into an American com- 
pany already in overseas oper- 
ations. This, from the educa- 
tional as well as other points of 
view, has a number of advan- 
Usually the firm will 
have its stock listed on one of 


tages. 


the US exchanges, and its op- 
erations will come under the 
scrutiny of the Securities and 
Thus, 


the potential investor can get 


Exchange Commission. 


the same information about the 
company’s foreign business that 
he is used to getting about its 
domestic business. He can ex- 
amine its financial position, its 
marketing procedures and all 
the other details he receives 
from the ordinary US firm. 
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In reality, of course, the firms now 
listed on the US exchanges are Amer- 
ican concerns. But there are some 
which do a considerable amount of 
their business abroad. By the mere 
fact of buying stock in such companies, 
one comes to learn, willy-nilly, a great 
deal about how an overseas business 
Over 


too, one may come to the conclusion 


is conducted. period of time, 
that if other US firms can profit from 
engaging in such business, so might 
one’s Uwn. 

Before investing in an existent over- 
seas operation, however, the question 
remains: how does one go about get- 
ting “operational” information about 
US firms doing much of their business 
abroad? One way is to get it from a 
stock 
working of “international shares.” 

A major US brokerage house, H. 
Hentz & Company, has been doing 


broker who understands the 


ut e are als many ipus : | oa” 
domestic exchanges—which have a sizable business _ 
stake in Europe, Latin America, Asia. Some bi these 
issues, which could benefit from i i 
or 





Hentz advertisement stimulates investor's interest 
1 American firms which are doing business overseas list 


STROOCK and SEYMOUR FREEDGOOD 


yeoman work in this area. Recently, 
Hentz took an ad in The New York 
Times which plugged some of these 
“international shares”—defined by it 
as firms listed on the New York or 
American Stock Exchanges which de 
rive a considerable part of their in- 
come from foreign operations, 
Hentz, a ninety-eight-year-old firm 
with offices in seven US cities, has a 
international 


tradition of doing an 


business. In addition to its foreign of- 
fices in Geneva and Amsterdam, and 
brokerage “correspondents” in other 
European cities, Hentz does conside1 


America and 


able business in Latin 
has some worth-while connections in 
the Far East. 

Thus, it is in a good position to 
know about business conditions it 
virtually every part of the world wher: 
American business has gone. By keep 
ing in touch with these conditions it 
is able to attract clients wh 
brokers with 


tional connections because ther 


preter interna 
themselves do business in more 
than one country. 

By taking the 
duced at left 


viously 


ad (repr 
Hentz AV AS ob 
offering its services 


potential investors and was 


emphasizing that it could give 


information on some 


issues that 


them 
could “benefit 
from improving conditions a 
Hentz 
fact that 
some of these customers might 


by purchaging such stocks 


broad... .” Presumably 


was unaware of the 


et to know so much about 


foreign conditions that the 


would eventually engage in d 


rect investments themselves 
From the Hentz pe int of view 
certainly, the .d’s immediate 


was certainly to stimu 


} 


DUSINESS 


purpose 


late its own 
Hentz asked the newspaper 


reader, if he was attracted by 


the ad, to write for “a select 


yf such companies inter 











COMPANY 


RECENT INDICATED 
PRICE DIVIDEND 


American & 


Foreign 9 $ .60 
Power 
British , 
Celanese 312 08 
Cerro 24 1.00 
de Pasco 


Hugo Stinnes 13 
6.66 (A) 
Gillette 50 2.75 


Eastman 
Kodak 52 


Goodyear 60 3.00 


O’okiep Copper| 41 


2.00 


Procter 

& Gamble 73 2.60 
Bristol- 

Myers 23 1.00 


Anaconda 33 3.00 











*Estimated 
A) Subject to 72 per cent South African tax 





Eleven Who Do Business Abroad 


YIELD (Fiscal Period) High Low 


16.2 8.90 | 9.18 | 53 35 


EARNED PER SHARE APPROX. PRICE 
% 1953 1952 RANGE 1952-54 


6.7 2.45*| 2.10 ee 


2.3 N.A. | .26 & 4 


4.2 2.50* | 8.79 Ss 9 


N.A. | 1.60 %6 4 


SS 4.36 | 3.33 | 51 30 
3.8 2.86 | 2.61 53 41 
5.0 | 10.28 | 830 | 60 40 


3.6 4.35 | 4.32 74 «59 


4.3 1.44 | 1.47 35 17 


9.1 3.75*| 4.61 56 29 

















national shares) The pote ntial investor 


then received a “speci il memorandum 


international shares” that gave him 
exactly the kind of information he 
would expect to get on domestic 
shares 
[The memorandum started off with 
1 summary of the nternational eco- 
mic climate ‘Despite international 
IS is lec] red l undeclared 
wars, and political restrictions on both 
trade and currency the mem said, 
vould now appear that marked 
mic recovery is under way in 
st parts of the world 
“One evidenc tf this has been 
the exceptional price advance experi- 
enced by certain European and other 
government bonds,” Hentz went on in 
ifs memo 
It lso true ut t venerally 
recognized by American investors, that 
( d ( similar upswing in 
P ’ stock f i reign 
wrahions 4 S¢ Ss ( ] ste | 
| the I wn excl i 
e next paragray Hentz went 
58 


right to the heart of the problem of 
getting US businessmen interested in 
foreign operations. It read: “In the 
past the American investor has been 
inclined to question the merits of any 
security whose earnings are partly de- 
pendent on foreign operations. In fact 


he has usually avoided such issues, or 
| 


as been willing to purchase them 
only at prices which discount their 
value if judged by comparison with 
purely domestic issues. On occasion 
in the past this may have been justi- 
fied, particularly when threats of ex- 
propriation or confiscatory taxation 
were involved. But today, although 
caution is still indicated when invest 
ing in international shares, a more 
flexible investor attitude appears to 
be justified.” 


HE list which Hentz appended to 
, on memo covered fifty-four firms, 
“which have very substantial foreign 
yperations and whose income includes 


a considerable amount of revenues 


realized abroad.” Included in the list 





were firms that did 20 per cent or 
more of their business overseas—busi- 
ness that “can be expected to benefit 
from improving world conditions.” 

Hentz also pointed out to the po- 
tential investor that changes are now 
pending in the US tax laws that would 
give additional benefits to American 
firms doing business abroad (see page 
54) and closed its memo by reminding 
him that, “With the most acute phase 
of the dollar shortage now probably 
ended, profits produced by American 
corporations operating in Europe par- 
ticularly, can increasingly be convert- 
ed into dollars.” 

Hentz then listed some of the big- 
gest and most familiar corporate names 
in US industry, including Gillette (see 
page 50), Eastman Kodak, Goodyear, 
Procter & Gamble, Bristol-Myers, Ana- 
conda Copper, as well as several oil 
companies, 


ERHAPS the best way to induce the 
gw who has not yet taken the 
plunge to get his feet wet in interna- 
tional fiscal waters is to offer him 
such “glamorous” names, Certainly, 
if he buys into these companies he'll 
want to find out how their income is 
earned and what problems limit (or 
what benefits increase) profits. 

But for the investor who might per- 
haps be attracted by the “romance” 
of foreign investments, some of the 
lesser known names on the list might 
be the spur. The list on this page in- 
cludes firms in both categories. Some 
of these firms have suffered recent de- 
clines in earnings, some pay small 
yields, but all do enough business over- 
seas to warrant investigation by poten- 
tial investors—if for no other reason 
than possibly to take advantage of the 
new tax laws and improved economic 
conditions. 

At any rate, by following normal 
business procedure and attempting to 
stimulate its own brokerage business 
through advertising, Hentz is also go- 
ing to make some American investors 
more aware of business conditions 
abroad. 

It is fair to assume that these in- 
vestors will no longer fear foreign 
operations simply because such oper- 
ations are unfamiliar. Thus, without 
actually embarking on an educational 
campaign designed to increase direct 
investment overseas, Hentz may be 
providing a spur to such investments 
merely by showing businessmen some 


of the profit possibilities that exist. 
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How Can We*Dump’” 
Our Agricultural Surplus? 


By Paul A. Samuelson 


Professor of Economics, M.1.T 


T First glance 
the course of 
American agricul- 
tural policy might 
appear to be a 
purely domestic 
political issue. But 
a careful examina- 
tion of the results of the US farm 
subsidy programs reveals that how 
we handle our commodity supplies 
has a direct effect on global affairs 
and its mismanagement can do 
grave harm to our international eco- 
nomic relations. Many economists 
feel that these programs could be 
handled so as to benefit not only 
ourselves but the rest of the world. 
The economic nature of our ag- 
ricultural problem can be summar- 
ized briefly in the following propo- 
sitions: 

1. As we Americans grow in 
numbers and income we spend 
more money on food and fibers, but 
our total demand does not increase 
as fast as the productivity of agri- 
culture, and we probably spend 


hen 


more dollars on farm goods Ww 
supplies are low than when they 
are high. 

2. The rural birth rate is higher 
than the urban birth rate, so coun- 
try people must continue to move 
to the towns and cities if they are 
to earn comparable incomes. 

3. Despite the fact that a ma 
jor part of all farm production 
takes place on mechanized or com- 
mercial farms which yield their 
owners incomes far beyond that of 
the average city worker, many peo 
ple in rural areas earn much less 
than city dwellers and much less 
than the amount our electorate con- 


siders sufficient to live on. 


This imbalance results in putting 


political pressure on the govern- 


ment to upset the competitive 
forces of supply and demand and 
subsidize the farm producers. Of 
incidental importance is the much- 
publicized formula by which the 
government tries to guarantee the 
producer 90 per cent—or 100, or 
75, per cent—of the “parity” rela- 
tion which existed between the 
prices of farm products and those 
of other consumer goods before 
World War I. 

The basic question boils down to: 
How great shall the subsidy be? 
How shall it be divided among 
rich and poor farmers? How shall 
the burden be placed on the rest of 


the community? 


N™ why isn’t this a purely do- 
mestic squabble between the 
Republicans and the Democrats, 
with each vying for the farm vote? 
The reason it can’t be is that Amer- 
ica has always exported farm prod- 
ucts, but the parity program has ar- 
tificially 


wheat and cotton, causing toreign- 


increased the price of 


ers to stop buying them. So, instead 
of seeing these goods disappear 
from our shores, we find them fill 
ing every nook and cranny of stor 
age space. And, alas, the ships of 
World War II's mothball fleet, now 
used for such grain storage, never 
return to us empty, and ready to 
transport further surplus; instead, 
the wheat lies moldering in their 
holds. 

At this point a rational observer 
might be tempted to say: “Coun 
tries like Japan and India need our 
excess cotton and wheat. Let’s give 
them our surplus for whatever it 
will fetch rather than let it rot at 
home or adopt ibortive acreage 
controls.” 

But the possibility of disposing of 
these surpluses to the Soviet Union 


is an entirely different matter. As 
long as we are engaged in a power 
struggle with the Communists we 
must view anything that helps them 
—and our farm surpluses certainly 
would—as a threat to our own sur- 
vival. In fact, right now it is our 
policy to trade with the Russians 
only if the exchange is of more 


benefit to us than it is to them. 


HE recent attempts of Secretary 
Tes Agriculture Benson to find 
barter outlets for our farm surpluses 
outside the Iron Curtain raises the 
question as to whether our Ca 
nadian wheat-growing neighbors or 
the cotton growers of Egypt will 
regard such efforts as “dumping.” 
From a moral, as distinguished from 
a diplomatic point of view, it seems 
to me that ethically they have no 
more right to object to a perma- 
nent American policy of dumping 
surpluses abroad at less than 
cost) than to object to an extension 
of farm irrigation in the US which 
would enable us to outsell them in 
world markets. 

But what everybody has a right 
to object to is a policy of intermit 
tent dumping By its very nature it 
would create false hopes among 
foreign consumers and disrupt for 
eign producers. Unfortunately, no 
observer of the national scene can 
truthfully say that the American 
people or their representatives in 
Congress—have carefully consid 
ered the consequences of their ag 
ricultural problem and decided on 


a permanent policy of providing 


| 
cheap products to foreign markets 
On the contrary, we follow a Pp icy 


of hasty improvisation whicl 


scarce 


ly looks bevond the next electi mn 


Will history repeat the lending 


I 
pattern set by our government in 


} 


two world wars, and our postwar 


I 
Marshall Plan? Will we again re 
proach ourselves for over generosity 
} ] | ] 
vecause we adopter rational poli 
cies that have proved themselve 


I 


to be in the long run national ir 
terest? And at the same time 

Uncle Sam going to be damned 
ibroad for the d imaging eftects of 


| | 7 
his Machiavellian schemings? 
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US Will Press Asia 
Policy Despite Nehru 


WASHINGTON S POLICY in Asia is to go 
thead with what we ynsider neces- 
sary, no matter how much criticism it 
evokes from Asian leaders, including 


Indian Prime Minist Jawaharlal 
Nehru. This line has the prestige of 


i National Security Council decision. 


It is recognized that Asia’s leaders 
lo not and cannot always follow US 
lead rsh 2) Bu th 5 { lte1 the 
Administration’s iwwerness to have 
Asia progress—outside the Communist 
orbit. No statement Nehru makes 
tbout Indian independence will affect 





Prime Minister Nehru 


t lation ( Oo this iCrOSSs 
f { r y} ire con 
thy tated Neh terances, 
tash 

Also basic to US the belief 
' t | 1 | n 
, mailie : solit 
call \ ilvs Cy tar ot 
State 2) lle ] | t b th SE 
| ! lu 
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Navarre ] nt 
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@ Tue srrais imposed on bipar- 
tisanship by reckless Republican im- 
putations ol congenital treason in the 
Democratic party showed up acutely 
in the discussions on Indo-China. 
Secretary Dulles and Admiral Rad- 
ford, who was on hand to give a mili- 
tary briefing as Chairman of the Joint 
Chiefs of Staff, sat in with a bipartisan 
group of Senators and Representatives. 
Dulles’ purpose was to win Congres 
sional backing for a resolution support 
ing the policies to be undertaken by 
him and President Eisenhower in deal 
ing with the threat to Southeast Asia 
One ranking Democrat could not 
resist reminding the Secretary of some 
unpleasant facts. He asked sarcas 
tically: “After all, we are the party of 
twenty years of treason, aren't we?... 


[The Democrats lost one election on 





Admiral Radford 


. a strong stand in South Asia 


the Korean Wat Shouldn't the Re- 


publicans be entitled to lose yne on 
the Ind »-("} } ‘ 

Basically, however, patriotism ap- 
pe ired to have the uppe! hand over 
pol tical vengeance The Democrats 
lid not insist upon holding the Secre 


tary t lame for Senator McCarthy 


Underneath, however, was their un 
snoken feelir ; that he could be held 

yuntabl mn some measure, for the 
srownell charges against former Presi 


len Truman in the White case. 


oe 


@& THE NEw foreign assistance pro 


Cram was de signed in the expectation 
I 


, 
la somew here uong the line prob 


ably in the Senate, an amendmen 
would be offered imposing “impossi 
ble” restraints on East-West trade by 
barring aid to any nation which does 
business with the Soviet bloc. The 
Administration won't admit it expects 
this to come from McCarthy, but 
guessing is still legal and that’s the 
guess. 

The Administration answer is this 
The US is trying to influence the USSR 
toward peace. To open up avenues of 
non-strategic trade is one way of doing 
it. Meanwhile, the continuing watch 


word is: Keep strong. 


@ Tue carest reading: Odds are 
against an outbreak of war. If it started 
now we would win it; the Soviet knows 
this and so won't start it. There is no 


sign of the marshaling and deployment 





Secretary Dulles 
Can State’s morale be strengthened? 


of Soviet forces for a big jump-off. A 
long pe riod of tension continues to be 


issume 1 


€ Hopes are mounting that the re 
port of the Wriston Committee, set up 
to devise means of raising State De- 
partment morale, will not be just an- 
other dusty document destined to be 
filed and forgotten 

The hope is to present it in the form 
f 


of “action papers” starting out “I, 


John Foster Dulles, Secretary of State, 
do hereby .. .” and placing in im- 
mediate effect the recommendations 

For this reason committee members 


were told to make their recommenda 


World 
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tions, so far as possible, within the 
framework of existing legislation. This 
would obviate the necessity of asking 
Congress for new laws—in the past the 
kiss of death for such programs. 


@ ‘Tuenre ts general agreement that 
R. W. Scott McLeod, McCarthy’s friend 
who is still the Department's security 
chief although he has been stripped 
of hire-and-fire authority, is largely 
responsible for the admittedly bottom 
scraping morale of State’s personnel. 

One suggestion is that the very first 
“action paper’ read like this: 

“R. W. Scott McLeod 

Chief, Bureau of Security 

Department of State 

Dear Mr. McLeod: 

( ,oodbye! 

s/ John Foster Dulles.” 

One of McLeod's investigators, ac- 
cording to a story now making the 
Washington rounds, asked a Foreign 
Service officer about a colleague. 

“Did you say you first met him in 
Budapest?” 

“No, | think it was in Bucharest.” 

“Oh, that’s how you pronounce it.” 


Si ieee 7 wale), | 





Geneva an Opportunity 
For Business, Atom Talks 


THe- GENEVA CONFERENCE will be 
confined officially to Korea and Indo- 
China, but top ‘UN officials take for 
granted that bombs, business, and 
breathing spells will play a major role 
in off-the-record discussions. 

They are convinced that, if there 

to be anv significant break in the 
lisarmament-nuclear weapons dead- 
lock, the first signs will become ap 
parent at Geneva. The top diplomats 
of the atomic powers will be there. 
If anybody has anything to say, pub 
licly o privately, that will be the 
plac e to say it. 

The timing couldn't be better, for 
either propaganda moves or genuine 
efforts to explore the possibilities of 
agreement. In many countries the 
people are becoming H-bomb con 
scious. The Western powers have re- 
minded the UN—and each other—that 
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there is supposed to be another round 
of disarmament talks. 

An offer of greatly expanded trade 
will be one of the major weapons the 
Communists will bring to Geneva 
West Europe's businessmen espe ially 
German and British—hunger for mor 
sales to China and the USSR. Nobody 
knows that better than the Russians 
and the Chinese. The Communists can 
be expected to sing at Geneva—as they 
already have at the UN-—the bless 
ings of free trade 

As for breathing spells, UN observ 
ers believe they are the Communists 
primary objective at Geneva; they 
need two or three decades to build 


up Red China’s industrial plant 


& [HIS SPRING and summer the Rus 
Slans will have l good many Oppo! 
tunities to practice their newest UN 
sport; jumping into the Middle East 
ern diplomatic mess. Moscow has let 
it be known through Andrei Vishinsky 
that if the Arabs don’t like a resolution 
in the Security Council, it just wont 
get by his veto. 

Vishinsky has a sardonic sense of 
humor and he displayed it in playing 
Nobody knew ror 
sure how he was going to vote on two 
Pales- 


tine backed by the maijoritv but de 


the Arab game 


Security Council resolutions o1 


nounced by the Arabs. 
On the first dealin 
Israeli-Syrian Jordan Valley water 
rights dispute—the 
they had it straight from Vishinsky 


Israelis thought 


himself that he would not veto. The 
Arabs themselves did not know whicl 
way Vishinsky would jump 

The second time around, the West 
had its gloomy hunches but still did 
not know positive ly [The vote was on 
whether to demand again that Egypt 
lift restrictions preventing Israel-bound 
ships from going through the Suez 
Canal Western experts passe 1 the 
word that the Russians were eager to 
keep all international waterways free 


for all comers 


The British delegation tried up to 


the last minute of the final meeting to 
get Vishinsky to say ves or no. He 
said a lot of things, but never ves or 
no, until he vetoed 

It is not hard to see whv the Ru 
sians suddenly have become the Arabs 


friends. At absolutely no cost, the 





are being hailed in the Middle East 
is the Arabs only true champion in 
the UN. Moscow's vetoes by* killing 
Western majority-backed resolutions 
an kee p the Middle East pot boiling 

The Palestine truce supervision ma 
chinery operates under the Security 
Council. If the Council is hamstrung 
by veto, what good is the truce ma 
chinerv? What organ will provide its 
lirectives and authority? Confusion 
s created; Israeli keeps fighting Arab 
Arab kee ps blaming Briton and Amer 
ican; and whatever chance countries 
like Egypt have of peaceful social re 
form becomes that much smaller 
Evervbody loses except the Kremlin 
@ America’s Dr. Ralph Bunche, who 
von the 1948 Nobel Peace Prize when 
is UN mediator, he arranged the un 


easy Palestine truce, is scheduled for 


Dr. Ralph Bunche 


In line for promotion 


1 P . +] 


1new, speciall\ reated Dp 10D Im the 
world organization 
He will be named Under-secretar\ 
General without Portfoli ind will 
function as alter ¢ 270 iad chief political 
trouble-shooter for Secretarv General 
Dag Hamn rskjo¢ Id 
Bunche, at present ranking direct 
in the UN trusteeship lepartment 
under Assistant Secretarv General Vi 
tor Hoo ilready has issumed some 
s new dutie He has been entrust 
Hammarskjoeld vit] evaluatir 
nosed Middle Fast levelopmen 
rrojiect 
But his new post will t becon 
ficial until ie Seer v Gener 
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succeeds in carrying out his plans for 
tightening up the UN's top secretariat 
by consolidating or eliminating some 
50 per cent of existing high level jobs. 

Hammarskjoeld is running into stiff 
ypposition because many countries feel 


that, in the process they will lose 


their places in the UN inner circle. 
The Soviet delegation, for « xample, 
is deeply suspicious of the reform 
heme because it fears it may mean 
he elimination or downgrading of the 


post of Assistant Secretary General in 
charge of Security Council Affairs. 
Chis position is now held by a Russian, 
[ly l Cchernvchev. 

@ THE POPULA1 e world was 
as 

2.469 billion in mid-1952, and will 
louble in less than s nty vears if 
t prese nt rate yt ease § main- 
tained, 

This is the estimate yf the just- 
published UN Dem wraphi Yearbook 
for 1953, which placed the annual 
rate at 30 million, or slightly over 1.2 


per cent. 


Persons with the rreatest life ex 
pectancy the vearbook said, are white 
females born in the United States in 
1950. 

Bovs born in the Netherlands in the 
1947-8 period have the highest male 
expectancy—69.4 years 

[The yearbook added that life ex- 
pectancy is on the increase virtually 
throughout the world, with the infant 
mortality rate and deat! resulting 


from tuberculosis stea l 


aecreasing 





Hammarskjoeld 
The UN must raise its level 
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Guatemala’s Arbenz (right) 
Next on the Red purge list? 


LATIN AMERICA: 


Is Vargas Pro-Peron? 
Charge Rocks Brazil 


BRAZILIAN OPPOSITION leaders are now 


calling for the impeachment and 


ouster of President Getulio Vargas be 
cause ot 


widely publicized charges 


that he had entered into a “secret un 


derstanding” with 
dent Perén. The 


by former 


Argentine Presi 
charges were made 


Minister Joao 


Neves da Fontoura, who accused Var 


Foreign 


gas of participating in a ‘conspiracy 

igainst the destiny of Brazil.” 
Neves da Fontoura, who resigned 

from the Vargas Cabinet last 


based his accusations mn i 


June, 
secret 
speech which Perén reportedly made 
to the Argentine War College. In it, 
Perén is alleged to have declared that 
he and Vargas had reached an “under- 
standing.” 

The former Foreign Minister added 
that Perén’s reported claim was based 
on a letter from Vargas pledging that 
Brazil would join the economic “San- 
tiago Pact” negotiated in February be- 
tween Argentina and Chile. 

Paraguay and Ecuador already have 
joined the pact (see WORLD, Feb 
Brazil 


Perén 


ruary), and the accession of 


would be a major victory for 
in his drive to assume the leadership 
of all Latin America. It also would 


be a blow to the US, since Brazil is 


Neves da Fontoura 
“Conspiracy against ... Brazil” 


traditionally our best friend in South 
America, and “Washington and Wall 
Street” are major targets of Peronista 
propaganda. 

The Argentine Embassy in Rio de 
Janeiro has denied that the speech 
was delivered, and Vargas insists that 
his letter to Perén was a “matter of 
simple courtesy .” He has, however, re- 
fused so far to comply with Neves da 
Fontoura’s demand for publication of 
the letter. 

Last summer Vargas, obviously at- 
tacking Peronismo, denounced “sub- 
Never- 
theless the incident has aroused con- 


regional groups of nations.” 


siderable public uneasiness, since it 
followed repeated charges of growing 
Peronista influence in the administra- 
tion and the labor unions. The staff of 
the Argentine labor attaché has re- 
portedly been active in infiltrating la- 
bor organizations with admirers and 
disciples of Perdén., 


@ Lirtte Urvucvay, which lies be- 
tween Argentina and the southern tip 
of Brazil, also is having trouble with 
the labor attaché from its neighbor 
across the La Plata Estuary. 

The National Council of 


tration, Uruguay's Swiss-style execu- 


Adminis- 


tive, in dissolving “The Broom”—a pro- 
Perén political organization—charged 
occasions” 


that its leaders “on many 


had received money from the “labor 
attaché of a foreign embassy.” 
While the Council tactfully named 


no names, the target was obvious. Ar- 
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gentina is the only South American 
nation which maintains labor attachés 
in its embassies. 

The Council charged that the funds 
were used to finance trips to Argentina, 
Chile, Paraguay, and Ecuador — the 
four “Santiago Pact members—and to 
set up a “committee of unity” intended 
to take over the Uruguayan labor 
movement. 

The dissolution decree, which also 
shut down the movement's newspaper, 
added that “The 
links with a “similar organization in 


Broom” had close 


a foreign country,” meaning Argen- 
tina’s central labor organization. 


@ Coroner Jacobo Arbenz Guzman, 
President of Guatemala’s Communist- 
backed government, will be purged 
before the end of the year, according 
to Guatemalan refugees reaching 
Mexico City. His hand-picked succes- 
sor, the refugees say, will be Jaime 
Diaz Rozzotto, secretary general of 
the Red-controlled National Renova- 
tion party. They added that Rogelio 
head of the National 


Police, will take over the army. 


Cruz Wer, now 


The two will act as fronts for the 
real bosses of the regime, Communist 
Party chieftains José Manuel Fortuny 
and Victor Manuel Gutierrez. 

Arbenz’s ouster may be the signal 
for intervention by one or more of 
Guatemala’s Central American neigh 
bors, hey are understood to feel free 
to act following adoption by the Ca 
racas Conference of the US-sponsored 
intervention 


resolution condemning 


by international communism in the 


Western Hemisphere. 


@ Cenrrar Amenica’s difficulties are 
not confined to Guatemala. 
Nica- 


shovenne 
charges 


General Anastasio Somoza, 


ragua’s veteran President, 


that the 


successful attempt on April 3 to as- 


weapons used in the un 
sassinate him came from Costa Rica, 
as well as twenty-two of the plotters 
themselves. 

Two highway policemen, nineteen 
of the would-be revolutionaries, and a 
killed in the affair, 


which was smashed by the government 


bystander were 


when one of the conspirators betrayed 


the plot Twenty-one alleged partici- 


pants have been arrested. 
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Malenkov on the Defensive 
His Followers under Fire 


THE INTERNECINE struggle for control 
of the Soviet 
Communist continues un 
abated USSR, 


spread to the satellites and the Com- 


Union and the world 
movement 
inside the and has 
munist parties of Western Europe 
Premier Malenkov, 


Communist 


a “moderate” by 
standards, is under fire 
from Foreign Minister Molotov in the 
field of international policy, and from 
First Party Nikita Khrush 


chev in Russia and the satellites. Be 


Secretary 


hind both are the group of Red Army 
(see WORLD, April, p. 65) 
that 


marshals 


Ww ho are cCOny inced communism 





Target Malenkot 


can flourish and spread only if they 
themselves are the unquestioned mas- 
ters of the Kremlin. 


Malenkov s position continues to de- 


} 


teriorate everywhere except in the 


West, where “moderates” aligned with 


his faction have started a counte1 


offensive against the extremist group 


Their most important success so tar 


has been in France, where they have 
succeeded in installing Jacques Duclos, 
Party Secretary 


broad 


who, as General 


favors a popular-front policy 


] 


Duclos replaces temporarily at least 


Auguste Lecouer, an extremist 


The anti-Malenkov wing, howeve1 
was victorious at the recent Polish 
Party congress in Warsaw with 


Khrushchev 


chief hatchetman 


attendance as 
Vice-Premier Hilary 


was ousted as chief 


himself in 


Mince, a moderate 
party and government economic plan 


ner. In addition, the congress adopted 





Sharpshooter Khrushchev 


plans to push the collectivization of 
Polish agriculture—only 6 per cent has 
been collectivized so far—and to spec d 
up industrialization. 

In the USSR itself, Khrushchev has 
stepped up his attacks on Malenkov 
followers in the upper ranks of gov 
ernment. His latest 
Minister of Agricultural Procurement 
Ivan A. Benediktov 
bers of the State Planning Commission 
who work closely with Malenkov 

He is expected to turn his fire next 
Premier A. Y. Mikoyan 
Minister of Commerce and Malenkov 
closest colleague in the Presidium of 
the Supreme Soviet 


targets include 


and several mem 


on Deputy 


, 
Khrushchev also has begun a drive 
to increase grain output by planting 


wheat in the submarginal lands of the 
j 


desert fringes of Soviet Asia. While 
in the long run this can only be agri 
culturally disastrous—witness Amer 
icas “dust bow] disasters “when 


similat land Was planted with whe if 


in the 1920s—it will have political id 


vantages for the extremist advocate 


of all-out communism 
The new grain reas wil be or 


al 
ganized not into collectives, in which 


the individual peasants retain some 


initiative and measure ot control but 


into state tarms, run < ympletely by 


bureaucratic blue print 


PAKISTAN: 


East Pakistan Electior 
May Torpedo US Pact 


‘ 


which is striv 


ing to form a Middle East defense chain 


AMERICAN DIPLOMACY 


of free nations al ng the Soviet Union's 


southern border, is in for rough sled 




















































What's the world up tor 





tan | \ bl i¢ prints | is 
the chain's « ister! 

[The overwhelming repudiation of 
pro-US Prime Minister Mohammed 
Ali s Moslem Le igue bv the voters of 
East Pakistan whicl ntains torty 
five of the countn eventy-five mil 
lion people casts Ve loubt on the 

ilue of the arms a ) with the US 


vernment 
The veteran leader of the victorious 
Hussein 


Shaheed Suhrawardy wh 


succeed Ali in Karachi 


ispires to 


I 
is carefully 


silent on the aid issue. But his closest 
league Fazalul Hug Premiet 
desionate ~t East Pakistan. since the 
ections has presid t public meet 
ings demanding the re tion of the 
pact ind idoption Tt neutt ilist 


cy similar to that of India 
WORLD’s on-the-spot vorts state 


t it the result yt the vot ’ was a tore 
ne conclusion, and that Washing 
ipparently miscalculated when it ne 
gotiated the pact ove i bie 
tions se are the r s ft 

t l ne 
ist and West | t ep 
i tl Sa 
ter! wit n huni 
} x pt b ul 
1 except the M 
West Pakistanis are I ypean racially 
1 are iented p r 
lv t \ East Pal 
sf k j ‘ 
| ral] 1] ’ 
( til | i 
\ the } ib 


Pakistan's Mohammed Ali He 


They speak Bengali, while West Pak 
istan speaks Urdu, the nation’s official 
language. 


2. Rightly or wrong 


ly, East Paki 
stanis are convinced that the Karachi 
government 1s rul by West Pakistanis 
tor West Pakistan that East Pakist in 


1 
which produc es t 


1 
nei nort 
C1Ipa CXPo!l 


] ] 1 
jute, gets far less than its rightful share 


f the resultant foreign exch 
, , 1 
The Karachi government has 
—-e . 
made only half-hearte | efforts to breal 
] 1 r 1 1 1 
iown the irnlit barriers which, since 


partition, have deprived East Pakistan 


ind dairy farmers of their nat 


ural market—the vast Calcutt metro 
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should have told it in Bengali 


politan area. The new East Pakistan 
government is expected to take up the 
subject directly with Indian Prime 
Minister Nehru unless Karachi takes 
rapid action 


In addition, the Moslem League 
ipparently taking victory for granted 
conducted a most inept campaign. 
Mohammed Ali and Mme. Fatima Jin 
nah, sister of the late Mohammed Ali 
Jinnah, founder of the nation, ha 
rangued the East Pakistan voters in 
English and Urdu, which compara 
tively few could understand, instead 
of Bengali. 

Indian leaders, who contend that a 
nation made up of two such widely 
separated parts and held together only 
by a common religion cannot perma 
nently endure, took an “I told you so” 
ittitude to the election results, which 
they also interpreted as a warning to 
the US. There is little doubt that they 
hope, in the not too distant future, to 
welcome at least East Pakistan back 
to what Gandhi called the “mother 
ind.” Suhrawardy was a disciple of 
the late Mahatma 

The Pakistani Embassy in W ishing 
prepared but not 


distributed before the outcome of the 


nh t release 


balloting was known, said the elec 
tions were important not only to Pak 
istan but to all Asia and the free world 
his passage had been blacked out, 
yut was still legible when the release 


reached the press, 
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Books Are News 


The tenacious traditions of the German General Staff 





THe NEMESIS OF 
Wheeler-Bennett. St 
pp., $12. 


Power, by John W. 
Martin's Press; 828 


History OF THE GERMAN GENERAL 
STAFF, by Walter Goerlitz. Praeger; 508 
pp., $7.50. 

Towarp UNDERSTANDING GERMANY, by 
Robert H University of Chicago 
Press; 396 


Lowie. 
pp., 36. 





Reviewed by 


Alfred Werner 

EN years ago next July 20, Count 
Klaus von Stauffenberg, who, as 

a Wehrmacht colonel, had lost an arm 
and an eye in Hitler's war, deposited 
a briefcase containing a time bomb in 
the Fiihrer’s headquarters. Outside, a 
later, the Colonel 
smoke burst from the windows of the 
hut. Convinced he had 
killed Hitler, Stauffenberg flew to Ber- 


lin, where his fellow conspirators were 


tew minutes saw 


onterence 


unxiously awaiting his arrival to carry 
yut a long-planned revolt against the 
hated Third Reich. 

Several staff officers were killed by 


the « xplosion, but Hitler suffered only 
minor injuries. The conspiracy still 
might have succeeded but for the 


vacillation of several powerful army 
leaders when they learned that Hitler 
vas alive. Within 
volt 


a few hours the re- 
collapsed, and Hitler collected the 
ot faintly 
suspected of conspiracy—officers and 


civilians alike. Thus, during the last 


heads everyone who was 


months of the steadily crumbling Third 
Reicl 


+} 
He] 


ir lives in a blood purge. 


l, hundreds ot capable men lost 


Many of the chief culprits were put 
to death Hitler 
sloated over the film showing these 
marked 
1 state within the state 


for 


by strangulation. 


executions him they 


the end of 


since to 


the German General Staff, which 


ts own ends, had | elped him to power 
ind supported him to the point of sui 
cide. But the Fiihrer did not know 


that July 20 also marked the beginning 
of the end of his own Reich. 
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Count Helmuth von Moltke 


A detailed 


this only 


ind dramatic description 


ot 


Germany s meg 


mayor ttempt to remove 
i 


alomaniac dictator can 


be found in The Nemesis of Power, | 


\ 
John W. Wheeler-Bennett, wh le 
votes more than 150 pages to th 
abortive coup d'état. The story is also 
told in History of the German General 


Staff, by the voung German historian 


Walter Goerlitz; he gives only the 
broad outline since he is covering a 
much larger segment of history than 
his British colleague—from the Thirty 
Years War. in the middle of the seven 


teenth century, to Germany’s uncondi 


tional surrender ii 145 

From Goerlitz one mav | il \ 
the fe ired ind idmired General St ff 
wiginated in the Pruss tr the Great 
Elector and became the backbon f 
the Kaiserreich vhil Wheeler-Ben 
nett picks up the yuunt on N m 
ber 10, 1918, when German mili 
tarism was preserved from _ total 


“Eternal peace is 


a dream 





lestruction Db 1 gentleman's agree 
ment etwee General Gros ie! il 
he first ¢ incell f the newly « 
she German 1 ubl SO 
Friedrich Ebert 
r} predominance of the arist 
cratic Prussian viewpoint st 1 the 
(cerman H OT) ( yn il \ 
to World War II. Ey under We ! 
relatively few non t ( 
high rank in the Ge flicer cory 
t remained for Hitler t te the 
Rommels e Guderiaf e Kessel 
rings t iks once red to the 
bility Che rig il ab on be 
tween the Aj S rat 1 Hit] 
ind his fell ) re \ ground 
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Books Are News: 


else made a start by killing Hitler. It 
was not always lack of courage that 
prevented the majority of the officer 
corps from actively supporting Von 
Stauffenberg: even when they recog- 
nized the Fihrers lunacy, the in- 
grained concept of obedience made 
them reluctant to forswear their safe, 
traditional loyalty. One can only ad- 
mire the moral fortitude and clear 
thinking of the minority, who refused 
to be bound by oath to a man who 
had himself come to power by vio- 
lating one pledge after another 


Ve 


In the history of Europe, no Welt- 
anschauung has been more successful- 
ly passed down through generations 
than that which formed and domi- 
nated the German officer corps. Fred- 
erick II, King of Prussia, was con- 
vinced that only aristocrats had honor 
in their veins, and so created a caste 
of haughty. warriors bound to him 
alone by an obedience that knew no 
limits. Only after the Prussian army 
had been crushed by Napoleon did a 
few far-seeing statesmen demand a 
drastic change in the set-up of this 
earliest Wehrmacht 

Had they had their way, the Prus- 
sian army would have been complete- 
ly reorganized: the aristocracy would 
have given way to capable men drawn 
from the middle classes, and the com- 
mon soldiery—then something like a 
marching penal colony into which un- 
tortunate peasants were impressed 
would have been transformed into a 
more democratic institution along the 
lines of the French National Guard. 

The would-be-reformer, Freiherr 
von Stein, warned: “We shall wait in 
vain for the awakening of the public 
spirit which the British and the French 


ind other peoples possess, if we do 


10t imitate them in setting for our 


t 
military leaders certain bounds and 


limitations which they must not dis- 
regard.” 
But the reforms were not pressed 


h: tl W eltan- 


Don 
far enough; the Prussia 
Right down to 


schauung survived 
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1944 the only “bounds and limitations” 
which a General Staff officer recog- 
nized as final were those outlined in 
his orders from his superiors, and 
though the doors were opened to per- 
mit the entry of skilled technicians 
who might or might not be of noble 
blood, the psychological discipline of 
the Generalstab was not relaxed and 
it remained the most exclusive club 
in the world. 

“The form changes, but the spirit 
remains as of old,” General Von Seeckt 
consoled Von Hindenburg, whom, af- 
ter the dissolution of the Kaiserreich, 
he succeeded as chief of the General 
Staff. Today Theodor Blank, Bonn’s 
Federal Commissioner, assures us that, 
as far as the new German Army is 
concerned, the form as well as the 
spirit will be different from that of the 
old. But is such a change possible? 

If we were to ask Goerlitz, we might 
even get the surprising answer that 
such a change is unnecessary. For, 
however much he dislikes creatures 
like Hitler’s favorite, General Keitel, 
he is still romantically in love with 
the German Army, regretting only that 
Bismarck and Moltke, the “twin con- 
stellation,” were not followed by men 
of similar stature and ability. 

Goerlitz holds that even outside the 
Stauffenberg clique there were gen- 
erals whose sense of ethical conduct 
was not entirely paralyzed by Hitler- 
ism. He makes much of two generals 
on the Eastern Front who tried hard 
to protect Jews and the old Polish 
governing class from the SS. When 
Himmler decreed that women whose 
husbands were at the front must yield 
to members of the SS, a third general 
opposed this outrageous order so vio- 
lently that he was condemned to 
death. 

Wheeler-Bennett, in his more ob 
jective study, is plainly suspicious of 
the German Army which so steadfast- 
ly pursued its single aim of preserv- 
ing its ancient privileges as a Praetor 
ian imperium in imperio. Its morality 
was queer enough. German officers ac- 


he murder of their 


cepted passively t 
colleagues, Schleicher and Bredow, 
ind the defamation of Blomberg and 
Fritsch on trumped-up charges—that 
the bride of the first was a former 
prostitute and that the second was an 
overt homosexual. Like all corruption, 
corruption of ethics cannot be con 
fined, and it spread to such an extent 
that, after the loss of Paris, German 


officers deserted their corps, requisi- 






tioned trucks and large quantities o 
champagne and brandy, and fled wit! 
their mistresses to the Rhine. 

Generals need not be glorifiers o! 
war, and they can be human beings 
too. Yet it is unthinkable that a Ger 
man general would have said pub- 
licly, like our General Sherman, that 
war was barbarism at best, that he 
himself was sick of it, and that all its 
glory was “moonshine.” It was more 
like a German to glorify war, as Von 
Moltke did: “Eternal peace is a dream 
and not even a beautiful one. 
Without war the world would sink 
into materialism.” To which Von 
Seeckt later added: “War is the high- 
est summit of achievement.” 

ae 

Are the Germans, then, a particu- 
larly cruel people? Professor Lowie 
does not believe in immutable heredi- 
tary characteristics, but seeks the root 
of the evil in Germany's unfortunate 
history. Many pages in Toward Un- 
derstanding Germany deal with the 
squirearchy which, to the detriment 
of the intelligentsia, the middle class- 
es, and the proletariat, dominated the 
German lands between the Meuse and 
the Memel. While there were some 
highly cultivated men among. this 
landed gentry, the vast majority were 
fox-hunting, gambling illiterates who 
would not use the same baptismal 
water as plebeians and even believed 
that this social division would con- 
tinue in the hereafter. 

German liberalism could not prevail 
against these Prussian Junkers who 
monopolized Germany’s crack regi- 
ments and had the Emperor on theit 
side. It was to them that the nine- 
teenth-century Austrian poet, Grill- 
parzer, referred when he complained 
that the Germans, once a quiet and 
modest folk, had become Feuerfresser 
und Weltverschlinger (fire-eaters and 
world-devourers ). 

It was Germany’s misfortune that, 
just as Prussia dominated Germany 
for so long, the Prussian spirit domi- 
nated the Army, and thereby German 
politics. Even the Weimar republic, 
though it technically demoted the old 
nobility, was unable to curb it in 
practice. The General Staff, and the 
feudalists and pan-Germans allied 
with it on the extreme Right, remained 
sufficiently powerful to exercise a de 
cisive influence on the course of Ger 
man politics. Since the educated mid 
dle classes—conservative in orientation 
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—either avoided politics or were hostile 
to the workers, it was inevitable that 
Germany would veer to the Right. 

Lowie indicts the aristocracy on the 
same counts as Wheeler-Bennett and, 
to an extent, Goerlitz: that they cyni- 
cally flocked to Hitler’s banner, hoping 
to use him as a tool, only to be double- 
crossed. Except for a brave but small 
minority who tried to unseat him, the 
generals, misguided by a rationaliza- 
tion they called patriotism, followed 
him to the very end. 

Lowie thinks that this nobility is 
now as good as dead. Isn’t he a bit 
too optimistic? The new German Army 
is not likely to function without the 
dedicated professional militarists who 
served the Kaiser, Weimar, and Hitler, 
since Bonn has no military academies 
to produce the kind of democratic 
officers Federal Commissioner Blank 
would prefer. Thousands of ex-officers 
will be happy to give up selling per- 
fume or fountain pens to again take 
command of Germany’s youth; and, 
because of their centuries-old tradition, 
will be more dangerous than an equal 
number of unregenerate Nazis. 


oe 


Goerlitz, except for praising the 
Nuremberg judges for exonerating the 
German Army from the charge of hav- 
ing played a leading part in unleash- 
ing the Second World War, makes no 
attempt to shed light on the present 
situation. Wheeler-Bennett confines 
himself to warning the West, if it must 
rearm Germany for the defense of 
Europe, to beware of repeating the 
mistakes of 1918 by allowing the re- 
appearance of an unmitigated furor 
Teutonicus. 

But Lowie brings to us the reality 
of present-day Germany and, after 
being extremely blunt about the Ger- 
mans shortcomings, is inclined to 
think that they may do better in the 
second half of the century than they 
did in the first: “I consider it possible 

that Germans will achieve democ- 
racy of a sort, not through alien im- 
position, but by the democratic faith of 
the working class and an as yet only 
moderately large intellectual group.” 
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The Challenge of Man’s Future, by 
Harrison Brown. Viking; 290 pp., 
$3.75. 

The most comprehensive analysis so 
far of the critical problems posed by 
population growth, the global im- 
provement in living standards, and 
the menacing limitations of our natu- 
ral resources. 


Seeing and Knowing, by Bernard 
Berenson. Macmillan; 88 PP.» $3.50. 
A below-par book from the master; 
his inadequate treatment of the mod- 
erns is not only churlish but uninter- 
esting. Berenson’s discussion of the 
concept of the nude, however, is worth 
the price of the book 


The Taft Story, by William S. White. 
Harper; 288 pp., $3.50 

A masterly biography of the late Mr. 
Republican which manages to main- 
tain an uncannily just balance between 
warm admiration and cool objectivity. 


The Rivers Ran East, by Leonard 
Clark. Funk & Wagnalls; 366 pp., $5. 
The most absorbing of several recent 
accounts of exploration in the upper 
Amazon rain forests, this is the all 
but incredible tale of an American sol- 
dier who discovered six of the legend- 
ary Seven Cities of Cibola and re- 
covered fifty pounds of gold dust to 
boot. 


The Hedgehog and the Fox, by Isa- 
iah Berlin. Simon & Schuster; 86 
pp-, $2.50. 

Essentially an essay on Tolstoy's view 
of history, this brilliant little book has 
a general interest for its far-ranging 
insights on many fundamental prob- 
lems of life. 


Boldness Be My Friend, by Richard 
Pape, Houghton Mifflin; 309 pp., 
$3.50. 

A first-rate wartime story of Nazi cap- 
tivity by a tough British airman. After 
several painfully exciting attempts to 
escape across Ge rman-occupied Eu- 
rope, he eventually won his freedom 
in 1944 by feigning serious illness 


The Holy Places, by Evelyn Waugh 
British Book Centre; 37 pp., $4.50 

A model of produc tion, this book has 
a preface, an essay on St Helena’s 
search for the True Cross, and an es- 
say on the history and current condi- 
tion of the Christian shrines. 


God’s Country and Mine, by Jacques 
Barzun. Atlantic-Little, Brown; 344 
pp., 35 

Though his essays run too long and 


the aphoristi: strangely unidiomati 


style becomes wearying, Mr. Barzun 
shows great perception about America 
Natives will flush with pride at his 
staunch defense of our commerce and 
culture; they can also benefit from his 
pithy criticism of our attitude toward 
sex, marriage, and children 


The Golden Door, by J. Campbell 
Bruce. Random House; 244 pp., $3.75 
In a cogent demonstration of the evils 
of the McCarran Act, newspaperman 
Bruce underscores the irony of a 
country of immigrants seeking to bar 
foreigners from its shores 


I Flew for the Fuehrer, by Heinz 
Knoke. Holt; 213 pp., $3. — 

The war diary of a German ace, 
packed with aerial fights and hair- 
breadth escapes. According to the 
jacket, the author had a brief postwar 
political career—the briefer the better, 
in view of the political ignorance, to 
put it charitably, he reveals. 


From the 
University Presses 


Sports in American Life, by F. W. 
Cozens and F. S. Stumpf. Chicago; 
366 pp., $5 

The authors had a good idea, namely 
an analytical study of the growth of 
American sports since 1900 and its 
interrelations with other environmen- 
tal factors. Unhappily, however, the 
result is a superfic ial and frequently 
tedious book. 


The Mind and the Eye, by Agnes 
Arber. Cambridge; 146 pp., $3 

An outstanding botanist, the author 
draws upon her specialty to illustrate 
points in her philosophical specula- 
tions on the extent to which science 
can know reality. Well written 


Terror and Progress: USSR, by Bar- 
rington Moore, Jr. Harvard; 261 pp., 
$4.50. 

Especially interesting in this study 
of the Soviet regime is the discussion 
of the role of the scientist and artist 
in a police state and the Soviet use 
of organized terror as a control. Un- 
fortunately, the stvle is ofer-academi 


Problems of Stability and Progress 
in International Relations, by Quin- 
cy Wright. California; 377 pp., $5 

A series of essays, unfortunately not 
especially illuminating, which explore 
the world’s toughe st problems the 
atom bomb, war, human rights. Pro- 
fessor Wright puts great faith in edu- 
cation as a factor in achieving closer 
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Renaissance 


In Reverse 


HE pocket definition of Italy after 
if tre war was: her politics are 
shaky, but the new Renaissance is go- 
ing great guns, 

In the intervening years, that defi- 
nition has required some revision. Not 
that the political scene is appreciably 
more stable, or the economic outlook 
rosy. The sad change is that the new 
Renaissance which seemed to promise 
an elemental reawakening of the best 

| 


things in the Italian spirit has lost 


much of its dynamic drive and, like 
Italy’s politics, appears to be in dan- 
ger of succumbing to dry rot 

Most obvious to foreign eyes is the 
degeneration of Italian movies. Their 
honesty, humanity, and beauty once 
evoked the world’s admiration: pic- 
tures like Shoeshine 


ly put It lian film mak- 


B YY and Ope nm 
City immediate 


ers among the foremost in the world. 
Today quantity, not quality, is the 
slogan. Commercialism has brought 
with it pressures from which the earlier 
works were free, and the current film 


yutput suffers in conse 
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Italy is still among the world’s lead- 
ers in the field—but only in the number 
of pictures being produced. Her films 
are losing their “native touch” without 
having yet achieved the smoothness 
that stamps the Hollywood product. 
Elaborate costume pieces about an- 
cient empires are the vogue, and most 
of them exhibit the same lack of taste 
that characterized the early Romans. 
Along with these, the studios are turn- 
ing out Italian “westerns” complete 
with gunsmoke, crinolines, impossible 
coincidences, and last-minute rescues. 

“I just didn’t see anything good,” 
said the late Joseph Burstyn, importer 
of Open City and Thief. 


“They ve forgotten how to make ar- 


Bicycle 


tistic pictures and there is a noticeable 
lack of ideas. When they have free- 
dom, the great artists don’t know what 
1953, for the first time 


since the war, 


to say.” In 
Burstyn and_ other 
\merican importers admitted it was 
hard to find pictures which would ap- 
peal to the American public. 


The theater shows the same paucity 





of the first products of Italy's post- 


juality for quantity 





of creative thinking. Lacking new and 
original scripts, producers are falling 
back on the classics and on foreign 
importations. One of the most popular 
current plays is La Mandragola, writ- 
ten 400 years ago by Machiavelli. 
Hour of Fantasy, another hit, was first 
shown in 1944. Pirandello, the prewar 
master, is again in fashion. But the 
vast majority of plays are not by 
Italian authors. 

Italy's Teatro dei Gobbi, now 4 suc- 
cess in Paris, has been called a post- 
war phenomenon, But is it? Any 
American theatergoer would be struck 
by the resemblance to the great hits 
of the thirties-the “Little 
Shows,” Leonard Sillman’s New Faces. 

The older generation leads the field 
in music too. Men like Dallapiccola, 


early 


Pizetti, Petrassi stand where new com- 
posers should be jostling each other. 
An outstanding hit of this year’s opera 
season was Rossini’s nineteenth-cen- 
tury Cinderella. Others were imports: 
Menotti’s The Consul, and Honegger’s 
Jeanne au _ Bicher, starring Ingrid 
Bergman, 

Even fashions are feeling the pinch 
of declining popularity. Like the movie 
producers, the designers are trying to 
please everybody and thereby losing 
their distinctiveness. American buyers 
are restoring Paris to first place on 
their itineraries, and some who last 
year bought only in Italy have reduced 
their 1954 buying and made plans to 
go to Spain. 

Here, again, there is a clear lack of 
ideas. Italy's top fashion designer, 
Irene Brin, sounded like an echo of 
Burstyn when she wrote recently: “The 
lack of imagination shown by Roman 
dressmakers is definitely linked to the 
current crisis.” 

Nor is Italian art having a Renais- 
sance. Painters, instead of creating on 
their own, are aping Paris. A recent 
show of abstract art which combined 
both Italian works left 
critics muttering: “But you can't tell 
the difference!” A few 
maintain a high level—such painters as 
Afro, Burri, Tamburi, Genilini, and 
sculptors like Fazzini, Mirko, Tot 
but there 


{enaissance. 


French and 


young men 


is nothing approaching a 


In literature the young writers are 
still looking to America—the America 
of Steinbeck, Dos Passos, Hemingway, 
and Farrell. The best Italian novelists 
date from prewar times; both Alberto 
Vittorini 


writing then. The talented Giuseppe 


Moravia and Emilio were 
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Berto has published only one book in 
nine vears. Carlo Levi hasn’t matched 
Christ Stopped at Eboli. Only a few 
postwar writers measure up to Cesare 
Pavese, who committed suicide two 
years ago. Among the most promising 
ire Italo Calvino, Guglielmo Petroni 
whose yet untitled book has been 
called a masterpiece—and Giorgio Bas- 
sani, the brilliant editor of Botteghe 
Oscure. 

What is the cause of this slow de- 
cline from what seemed such an aus- 
vicious start in Italy’s postwar culture? 
Some of it is due to lack of maecene 
In other countries, industry has re 
placed the private patron of the arts; 
in Italy, the vacuum still exists. A few 
Italians, notably Count Marzotto and 
Adriano Olivetti, give prizes; but most 
irtists must look to the generosity of 
Standard Oil 


w Princess Caetani, born an Ameri 


an American compa lV, 


an. And yet Italy has had a tradition 
f art patronage for centuries. 


But there are other, deeper reasons. 


just after the war 


lished its legitimacy 


' , 
been fed by the 


The most striking thing about Italy 
today is the strange lassitude which is 
creeping over the whole country, much 


like the weariness that seized France 


There is a wide 


spread sense of instability, as if the 


new Italian state had not yet estab- 
This feeling has 
governments inept 
handling of the financial and dops 
smuggling scandals which are. still 
rocking the nation. And in this atmos 
phere of disillusionment, mediocrity 
and bad taste grow like weeds 
In a sense, it is no wonder that 
Italian culture today is experiencing 
“recession.” The defeat of fascism ten 
vears ago liberated a long suppressec 
lifting of 
, 


yppression inspired a euphoria under 


creative imagination. The 
whose influence artists sang out spon 
taneously and with spirit 

The events of the last dec ide h yw 


aie 
ever, have not sustained this spirit. N 
I 


wrote 


worked In Vain 


coming to 
magic land whi 


' 
turies than any ot 


emerge, nor was there 


national phil ssophy 


I 


spire the creative 


had been thirsting for 


“Dictatorship lef 


Guido P 


cured in five minutes.’ 
Benedett the 
Europeo idds 


rotten in Italy 


} 


| ] 
Such soul-searching 
perhaps the most 
I 
the new Renaissance 


tirely corrupted, for Pi 


i are not the only 


change. Others 


} f., 


demand tO inew 
is still alive, still y 
clitter of her postw 
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perhaps i CanKkel 
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WEST GERMAN BOOM 
Continued from page 41) 


il scale, at which point the necessary 
: 
i 


ng term credit would presumably be 
forthcoming. Significantly, the Aswan 
Dam project in South Egypt, which 
German industry would like to de- 
velop is still waiting on such iong 
term credit. 

The prospects of obtaining foreign 
investment in basic German industries 
continue to be widely canvassed, es 
pecially in Switzerland and the US. 
At the same time, it is becoming more 
ind more obvious to all that the 
Federal Republic must increase its 
wn imports from customer countries 
It is incorrect to sav that the West 
Ly nan aim is to expand its overseas 
markets at the cost of austerity at 
home. Nobody advocates increasing 

sumption m¢re strongly than Min 
ster Erhard, and statistics show that 


‘ , 
ndard of living has greatly im 


proved during the past few years 


On the other hand, it is debatable 


whether or not too much capital has 
g t juickly into improving the 
it might have been 


f the profits—dur 


industrial plant 


etter ) use some 
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vita nuova followed for the post-Mus 
solini Italian. The new society failed 
“1 


ng tne ‘sellers’ markets” these some 
times umounted to 20 per cent on turn 
yver—to raise wat 


ges or lower prices. 
The middle cl 


iss inflexibility rf 


outlook and the rigidity of price level 
are also responsible for hindering pr 
gress in this field. As so many US ex 


perts have reported market researc! 


is still in its infancy. 
To date, the 


picture of West Germany is based o1 


generally optimist 
1 country which is occupied by the 
Allies, which has to pay for that o 


cupation, but which cet 


tainly is paying 
far less than it would if it had to de 
fend itself. What will the picture be 


when German rearming is a fact? 


Some circles hope for an armaments 


boom. Others fear it. The question of 
hina ool 7 } 

rearming is largely a question of how 

it will be financed. A 


experts, the cost of raising an army 


rding to some 


to be far n re ian ¢ yuld be ¢ vere 
by a US loan 
Last Ap Bon ed to pav DM 
950 million a m th f{ ccupat 
sts. When it has its own fo 
counsee. this will hy h high 
the first ve to the expe 
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the strain \ 1] real n to t 1] 
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gauged unt 


Perhaps 
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your smile, and they will be happy.” 

Juliana and Bernhard lead a quiet family life. Most 
evenings they stay home and read. Twice a week a 
motion picture is screened in their projection room, 
which Bernhard, an ardent fan, had installed. They 
frequently call on friends in the neighborhood or 
receive them at Soestdijk, while their public appear- 
ances are confined to more or less official attendance 
at a play or a gala concert (Juliana genuinely likes the 
stage and the ballet). Although of less sedate habits, 
Bernhard is a hard-working, quick-minded man who 
has won his new countrymen’s complete acceptance. 

Under the surface of this royal routine, what special 
contribution is Juliana making today? 

European unity is the ultimate goal toward which 
Holland has steered through all the ups and down of 
these years. The trend away from nationalism has 
been the strongest spiritual force in the reconstruc- 
tion of Dutch political life. Benelux, the Dutch union 
with Belgium and Luxembourg, is finally nearing its 
goal of complete economic union. Collaboration on a 
wider scale, stimulated by the European Recovery 
Program, has been progressing too. 

At the end of ‘52 Holland became the first country 
to amend its Constitution in order to permit a cession 
of power to a supranational authority. Only the ex- 
treme Left and Right opposed this move. A few weeks 
later the idea was put to the test by a referendum in 
two small provincial towns. It was a miserable day of 
rain and sleet, but four-fifths of the electorate turned 


out and the vote was 95 per cent in favor of such a 





QUEEN JULIANA OF HOLLAND continued from page 16 


European government. There was no doubt of the 
country’s support when last January Parliament voted 
to ratify EDC. 

There was a danger of conflict between this im- 
portant movement toward unity and the equally strong 
affection for a monarchy which had proved to be a 
source of inspiration in time of hardship. The most 
important contribution the Queen is making today is 
just this: that there is no such conflict. Juliana has 
seen to it that the reign of her house will not be a 
stumbling block on the road to larger economic and 
political unity. Far from avoiding the issue, she has 
put herself clearly on the side of integration. 

Speaking in the Guildhall in London not long ago 
she said: “Some ideas we all used to nourish and dress 
up with beautiful slogans are nothing but disguised 
national selfishness. . . . The trend toward both Euro- 
pean and world unisoa is undeniable. . . . 

“This movement is so grand that it makes us feel 
as tiny as when we watch the night sky overhead, full 
of stars, in its unknown immensity. . . . In that attitude 
of mind we would abhor remaining only spectators, 
and we feel it a privilege to discard what is hampering 
us, to go ahead . .. and feel each a member of the team 
that will cooperate and mold the world as it should be. 
It is a privilege to live today and tomorrow.” 





Hans Konigsberger, a Dutch novelist living in the US, 
is a former editor of the weekly Der Groene Amster- 
dammer and at present editor of cultural publications 
for the Netherlands Information Service. 





THE FUTURE OF RED CHINA 


cooperatives.” And they don't like selling their grain 
to the government for a credit in the rural People’s 
Bank. They want to hoard it, as they always have 
done, against future food shortage, getting spending 
money as they need it by sales to local black-market- 
eers, who still abound. 

Stalin may not have solved his comparable peasant 
problem, but his failure did not prevent the USSR 
from becoming, in less than a generation, the world’s 
second largest industrial power and the chief menace 
to the security of the West. Is there any reason to ex- 
pect China to do less? The Chinese are intelligent, 
practical, and fantastically hard-working. Their mas- 
ters have proved themselves to be as cruel and cunning 
as their Soviet counterparts 

If this combination does succeed in making China 
the industrial pivot of Asia, so revolutionary a devel- 
opment may put a fatal wobble in the Moscow-Peking 
axis. Even amid the present orgy of Sino-Soviet mutual 
admiration, rifts have appeared—like former Soviet 
Ambassador Kuznetsev’s unappreciated “suggestions” 
to Mao—which hint of bigger conflicts to come. 

Lately Mao has been aping Stalin, keeping aloof 


and delegating public functions normally performed 
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by the chief of state to lesser lights like General Chu 
Teh and chief theorist Liu Shao-chi. Peking’s busy 
presses have been distributing Mao’s writings in trans- 
lation throughout Southeast Asia and as far west as 
Hungary. There is no doubt that he considers himself 
communism’s top living theorist—perhaps he even 
dreams of being the third to lie in pickled state out- 
side the Kremlin wall. 

Thus Malenkov, in continuing large-scale “fraternal 
aid,” risks creating in Asia a rival colossus whose 
rulers may some day rend the Red bloc in their effort 
to gain control over their Slavic comrades, whom 
they publicly flatter but, with traditional Chinese dis- 
dain for “alien barbarians,” privately despise. 

This is the real reason why, quite apart from China’s 
tempting potentialities as a market, many of America’s 
allies believe it advisable to have accredited envoys in 
Peking, keeping track of the strength and weakness of 
this growing giant, and ready to pounce on any oppor- 
tunity to slip a wedge between China and the USSR. 
They fear that attempts to isolate Red China from 
the world community will only make it that much 
easier for the USSR to add the “mighty industry” of 
China’s future to the Soviet arsenal. 
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CORRESPONDENTS CABLE: 


WUshats Ahead 





MANILA — The United States, which has poured 
more than $2 billion into the Philippines since the 
end of World War II, will cut future spending sharp- 
ly in an attempt to “knock a little sense” into the 
group of super-nationalists surrounding President 
Ramon Magsaysay. 

While the Philippines still are considered America’s 
best friend in Asia, this powerful group is stirring 
up anti-American sentiments. 

The clique, which controls Magsaysay’s Nation- 
alista party, consists of Vice President and Foreign 
Minister Carlos Garcia, powerful Senators Carlo 
Recto and Jose Laurel, and Laurel’s son, Jose Jr., 
Speaker of the House. They are trying to embarrass 
the US on two major issues: the Bell Act controlling 
trade between the two republics, and American 


leasing of strategic bases such as Clark Field and 
Subic Bay. 


LONDON — The Conservative, government does not 
plan to call a general election this fall despite pres- 
sure from its backbenchers, who believe that an 
October ballot would result in an overwhelming Tory 
victory. 

Instead, as WORLD stated in its March issue, the 
voting will be deferred until late in 1955 to give 
Anthony Eden time to consolidate his position as 
Prime Minister. 

Eden, now Foreign Secretary, is expected to suc- 
ceed Sir Winston Churchill as chief of the govern- 
ment shortly after the return this month of Queen 
Elizabeth and the Duke of Edinburgh from their 
tour of the Commonwealth nations. 


BANGKOK — The US is expanding military and 
technical assistance to Thailand, considered next 
after Indo-China on the Communists’ Southeast 
Asia timetable. 

Seventy piston-type fighter planes will be sent 
to the Thai Air Force in the near future, and a squad- 


ron of jets will go next year, according to high Thai 
sources. 


TOKYO — Plans for the amalgamation of Japan’s 
three right-wing political groups, Premier Shigeru 
Yoshida’s Liberals, Mamoru Shigemitsu’s Progres- 

















































































































































































































sives, and the small dissident Liberal bloc, into a 
single party which would have full control of parlia- 
ment are rapidly nearing completion. 

In the 1953 elections, the Liberals won 199, the 
Progressives 76, and the opposition Liberals 35 
seats in the 466-member Lower House. 

Yoshida was re-elected Premier over Shigemitsu, 
204-116, when 146 members, mostly labor and farm- 
er, abstained. 

The Premier, who is seventy-five, plans to put 
through the merger before his retirement, which is 
expected before the end of the year. 


CAIRO — Egypt’s ruling military junta is expected 
to turn down Indonesian President Sukarno’s pro- 
posal that he, Egyptian President Naguib, and In- 
dian Prime Minister Nehru meet in ‘akarta to es- 
tablish a “third area peace empire” linked neither 
to the West nor to the Soviet bloc. 

The junta now is controlled completely by pro- 
Western Colonel Gamal Abdel Nasser (see page 12). 


SEOUL — US military authorities, in the expecta- 
tion that the Geneva conference will lead to indefi- 
nite continuation of the present Korean stalemate, 
planned to reduce still further the US armed forces 
now in South Korea. 

The 24th Division will be shifted to Japan, and 
other units to Okinawa and Hawaii. 

Far East Commander General John E. Hull is con- 
vinced that to “tie down” powerful US forces in 
Korea is to play into the hands of the Communists, 
since such forces could not be rapidly shifted to 
other areas. 


LONDON — The British Foreign Office is making 
strong behind-the-scenes efforts to arrange a per- 
manent settlement between Israel and Jordan. 

Jordan’s British-financed Arab Legion and the 
Israeli Army are considered the most reliable of 
Middle East armed forces, and London is anxious to 
incorporate both in the West’s defense plans for 
the area. 

Britain is also bound by treaty to support Jordan 
in case of war, and thus would be gravely embar- 
rassed by a renewal of Israeli-Jordan hostilities. 
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Whats Ahead 





NEW DELHI! — Indian Prime Minister Nehru will 
demand outlawing of the hydrogen bomb and an 
immediate end to all further thermonuclear experi- 
ment at the Asian Premiers’ Conference, which is 
scheduled to open in Colombo, Ceylon, April 28. 

A campaign to flood US Ambassador George V. 
Allen with letters protesting against the American 
H-bomb experiments in the Pacific is now getting 
under way. 


FRANKFURT — Future use of the lie detector in 
West German legal proceedings has been banned by 
the Federal Supreme Court as a “violation of the 
constitutional guarantees of the dignity of man.” 


LONDON — Great Britain, the US, and France 
shortly will ask the USSR to consent to the transfer 
of Baron Konstantin von Neurath and Grand Ad- 
miral Erich Raeder, two Nazi war criminals now 
held in Spandau Prison, to a sanitarium. 

Von Neurath is eighty-one and Raeder seventy- 
eight, and both are in poor health. 

Spandau Prison is in the British Occupation 
Zone, but is administered in turn by each of the four 
powers. 

Raeder, wartime commander of the German Navy, 
was sentenced to life imprisonment by the Nurem- 
berg Tribunal. Von Neurath, Nazi “Protector” of 
Bohemia and Moravia after Hitler took over Czecho- 
slovakia, was sentenced to fifteen years. 


TOKYO — Foreign diplomatic quarters in Tokyo 
predict that the USSR will drop its opposition te the 
admission of Japan to the UN—provided Washington 
agrees to the admission of Red China. 


PARIS — The French goal at Geneva, high diplo- 
matic sources have informed WORLD, is to obtain 
from Communist China a secret but binding pledge 
to withdraw support from the Viet Minh forces in 
Indo-China. 

In return, France would promise to give her full 
support to admission of Peking to the UN and re- 
laxation of existing trade restrictions. 

The French Foreign Ministry is said to feel that, 
while the Mao regime could not for reasons of “face” 
publicly repudiate Ho Chi Minh, it might be willing 
quietly to abandon him, just as Moscow silently 
ended support of General Markos, Communist chief- 
tain in the postwar Greek rebellion. 

If Peking demonstrates good faith by cutting off 
help to Ho, the trade and UN membership questions 
could be dealt with at a new conference next year. 










































































The French view is that the US could be induced 
to go along with this policy, since it would not be 
“performances for promises” but merely “promises 
for promises.” 


LONDON — Prime Minister Churchill has proposed 
to president Eisenhower that the two meet shortly 
with Soviet Premier Malenkov, French Premier 
Laniel, and Canadian Prime Minister St. Laurent 
to discuss the President’s proposal for international 
cooperation in the peaceful development of atomic 
energy. 

Sir Winston, who hopes such a meeting can be 
arranged before his retirement, believes that the 
Eisenhower plan can lead the way to atomic dis- 
armament. 


HONG KONG — A factory for the production of 
naval and land mines is being built by the Chinese 
Communists with Soviet technical assistance on the 
island of Hainan, opposite Indo-China. 


BERLIN — The East German government, recently 
granted “sovereignty” by Moscow, now is laying 
plans for a national army of fifteen “volunteer” di- 
visions. 

The new force is being organized by Field Marshal 
Friedrich Paulus, who surrendered to the Soviet 
forces at Stalingrad and, while a prisoner, organized 
a pro-Soviet officers group among POWs. 

Paulus, who recently returned from Russia, has 
established headquarters near Dresden. 


HONG KONG — Peasant resistance to the rigidly 
enforced directive giving the Communist govern- 
ment a complete monopoly of the buying, selling, 
processing, and distribution of grain is spreading 
rapidly throughout Red China. 

Security police are shooting speculators and black 
market operators—which means in practice all pri- 
vate traders—on the spot. 

To terrorize the peasants into submission, the 
“people’s judicial organs” have been ordered to 
“select in a planned manner some of the more im- 
portant and representative cases, and carry out with 
great fanfare their public trial and the passing of 
judgments, so as to make known the policy of the 
People’s Government.” 

The drive is being backed by a purge of local 
Communist Party organizations to rid the district 
administrations of “untrustworthy elements.” 

The purge is centered in the provinces of Kwan- 
tung, on which Hong Kong borders, and Kwangsi. 































































































